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MEMORANDUM: TO ALL INVESTORS 


We are now entering the first year when industry and 
business will operate entirely under the New Deal. 
Therefore, conflicting factors and contradictory cur- 
rents may be expected which will benefit some indus- 
tries--and minimize the possibilities in others. 


Although the President intends to lift commodity 
prices, he will resist the raising of prices in those 
commodities which have not declined to any considerable 
extent during the depression. Rather he plans to 
equalize prices so that all classes may benefit or 
share, instead of any particular group, in the coming 
improvement in business. Of course, this will result 
in certain industries not moving ahead at a rapid 
pace--because the price situation will not improve 
greatly. And it will mean, because they cannot in- 
crease their prices, that the increase in business will 
not increase profits to any important degree. 


In view of this situation it is vitally important that 
you be certain your capital is employed in those se- 
curities which will protect the purchasing power of 
your dollars. You cannot purchase or hold securities 
indiscriminately. Great care and constant vigilance 
must be exercised. You must hold only the securities 
which will be affected favorably as a result of the 
program the President is putting into force. What is 
equally important, you must be prepared to revise your 
investment policy at a moment's notice in keeping with 
the rapidly changing conditions. 


If you will submit for our examination a list of the 
securities you are holding at present, we shall be glad 
to tell you whether in our judgment any should be 
switched at this time. We will also tell you in full 
detail how our service operates and what general pol- 
icies we would follow in supervising your account. 

Your consideration will incur no obligation--and your 
holdings will be held in absolute confidence. 
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Reckon the Risk 


ONSERVATIVE investors some- 
& times feel that they have been 

duped because their investments 
gosour. If they had classed themselves 
as speculators they would have ac- 
cepted their losses philosophically, but 
smehow it seems to be against the 
rules if an investment turns into a loss. 
The truth is that the dividing line be- 
tween speculation and investment is 
dim and irregular. What starts as a spec- 
uation may grow into an investment, 
and vice versa. If an investment turns 
out to be one with unexpected gains, in 
addition to the reckoned income, the 
fortunate holder will still consider it an 
investment, but if it goes the other 
way he is inclined to think that he was 
somehow fooled into a speculation. 

The investor should always remem- 
ber that any use of money which has 
in it an element of futurity is at the 
best something of a speculation. When 
one purchases the best bond, he is ex- 
tending credit—accepting a promise to 
pay sometime in the future in return 
for his cash. No purchaser of United 
States bonds up to a year ago ever 
dreamed that the promise to pay in 
gold would be repudiated. In conse- 
quence of that repudiation he can col- 
lect today only 59.06 per cent of his 
pital, as measured in gold; and if the 
purpose of the devaluation of the dol- 


lar is realized, the purchasing power 
of the principle may one of these days 
be even less than that percentage. 

There is a story that the head of the 
Paris Rothschild family, wishing to pro- 
tect his fortune to the utmost trans- 
mitted it to his heirs in the bonds of 
the French Empire, the German Em- 
pire, the Austrian Empire and the Rus- 
sian Empire—all of which have passed 
away—with instructions to keep it 
there. He proposed, but history dis- 
posed, with the result that the estate 
dwindled to 15 per cent. 

Nothing which involves credit is cer- 
tain. Worse still, even cash, gold it- 
self, may dwindle: as witness the com- 
mandeering of gold by our own govern- 
ment in return for paper which was 
already below par. Nothing is certain, 
says the proverb, except death and 
taxes. It has been asserted by a recent 
investigator that the chances of suc- 
cess in starting a legitimate business are 
considerably less than those of an out- 
and-out Wall Street speculator. 

Life itself is a stupendous gamble in 
every phase. There is no certainty. 
The humble blacksmith and the great 
carriage manufacturer have alike been 
swept away by economic changes. Stu- 
pendous political changes, quite beyond 
foresight even two or three years ago, 
have destroyed or imperilled fortunes 


invested with the greatest care. It is 
superfluous to mention the ruin brought 
to the most cautious investments by the 
collapse which came in 1929—just 
when wise men were beginning to say 
that an age of economic stability was 
virtually assured. 

The difference between investment 
and speculation is only one of degree. 
Every investor should clearly under- 
stand that there is an element of specu- 
lation in every investment. The best 
he can do is to be guided by the com- 
posite conservative judgment of the 
moment as to what use of his funds 
seems to involve the minimum of the 
new or untried and the maximum of 
the established and the proved. This 
is no preachment for speculation— 
merely a reminder that in all times, and 
particularly now, an element of risk 
must be reckoned with. 

And yet, paradoxically, it is laudable 
individual caution which, when massed, 
becomes collective rashness. The care- 
ful investor, guarding himself to the 
point of passivity, keeps the commer- 
cial whole lifeless. He who risks noth- 
ing for himself risks all for the com- 
monwealth. The much abused specu- 
lator, by taking risks for himself, may, 
in these times, be the champion of pros- 
perity and the recovery of surety for 
all. 
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The Trend of Events 


index has risen about 21.5 per cent since we went 
off the gold standard; according to that, the domestic 
dollar is now an 82-cent dollar. Measured by the price 
index for food at retail, the dollar is worth 87 cents 
as compared with the low point last April. But not all 
of the decline in either case can be charged to the 
dollar; other factors have had an influence on prices. 
Theoretically, however, if the dollar is finally to be a 
59.06-cent dollar, prices will eventually rise by 69.3 
per cent over what they would have been had we 
retained the old gold standard. So respected an econo- 
mist as Professor Kemmerer flatly asserts that sooner 
or later that will be the actual fact, if the value of 
gold itself does not change. As prices at the old 
standard would undoubtedly have risen in the course 
of time, we are in for a new plateau of much higher 
prices. But the prospective rise will not materialize 
until business activity is keen. Cheap money or plenty 


1g lead: of the new dollar worth only 59.06 cents as compared 

whether with that of the old dollar. Putting it in another way, of good money will not affect prices until people prefer 
y every the old standard was $20.67 to the ounce of fine gold; ‘goods to money. 

a ibe and the new, $35. The new dollar is popularly called The indicated changes in prices will probably come 
shensive a 59-cent dollar, but since the number of cents in a so gradually that they will not be felt any more than 


dollar is not changed it would be more accurate to 
speak of the new standard as a 59 per cent dollar. 
Roughly speaking, we have officially accepted the cur- 
rent foreign appraisal of the gold value of the incon- 
vertible paper dollar. 

At home we haven't had anything like a 59-cent 
dollar in all the weeks in which it has been rated 
thereabouts abroad. The wholesale commodity price 


the post-war peak was. It will not have a bad effect on 
investors to see their securities go to higher levels, even 
though goods and services move up in line with them. 
~~ 
HE predicted subserviency of 
this session of Congress to the 
White House has been more 
than justified so far. The question used to be one of 
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how much power Congress might delegate to the 
President during the emergency; the question now is 
how much power the President will delegate to Con- 
gress. Political scientists are beginning to modify their 
old view that the American political structure is in- 
ferior to the responsible cabinet system of the European 
democracies. The direct relation of the President to 
the people gives him a strength in emergencies that 
would not be possible if, like premiers under the system 
of responsibility to parliaments, he was dependent for 
his tenure of office upon the whim of Congress. At 
the moment in America the situation is exactly re- 
versed and Congress is dependent upon the President. 
The result is that we have a strong Government in the 
present emergency when, France, for instance, came 
close to demoralization by its weak parliamentary 
government. 
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CUTTING INTEREST RESIDENT 
RATES ROOSEVELT 

now proposes a 
move for the reduction of interest rates on the obliga- 
tions of foreign industries and government held in the 
United States and also on the obligations of domestic 
municipalities and railways. Indeed, a general reor- 
ganization of the debt structure seems to be contem- 
plated. Thus, in the midst of an inflationary policy 
designed to reduce the debt burden by shortening the 
dollar yardstick it is proposed to reduce the burden 
further in terms of the shorter standard. From the 
standpoint of the investor this is a proposition to re- 
turn him fewer dollars, and each of them with a lower 
purchasing power. While this course would tend to 
put a premium on common stocks and encourage specu- 
lation in them, the Administration, on the other hand 
is moving to curb speculation through control of the 
stock exchanges. On the other side, it is to be noted 
that the high interest rates hanging over from the mad 
twenties imperil the principal of foreign investment 
and represses export trade. The consideration of pro- 
tecting the principal also applies to certain domestic 
obligations. But just how reduced interest will help 
refinancing at a time when even prevailing rates do 
not attract capital is not easy to say. What the 
country needs right now is less revamping and more 
recovery, less medicine and more encouragement of 
natural recuperative forces. 


—_ 


WHAT OF 
GOLD? of the world. With the larg- 
est stocks of any nation, we 
are yet forced to avidly buy more and more in order 
to maintain exchange rates with other countries in 
proper relation to our newly-established dollar. France 
and the few other gold bloc nations are resorting to 
restrictive measures to keep from losing gold and at 
the same time maintain at least technical adherence to 
the gold standard. In England heavy gold buying 
sends the price of the metal skyward in shillings. Mean- 
while African gold mining stocks soar. The much pub- 


‘Orr continues the major puzzle 
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licized Englishman, Mr. Angas, whose forecast of the 
rise in gold shares in 1933 and whose subsequent work 
on their collapse attracted such wide attention, has 
recanted his latter view and foresees a rise in gold 
equities. With the significance of what a rise in gold 
price means apparently obscured in this country, the 
best ‘domestic and Canadian gold mining stocks no 
more than run with the rest of the market despite 
their conservative valuation with respect to earning 
power. 

The United States now bids $35 an ounce for all 
gold offered. Currently, this is accepted as the world 
price; but it must be remembered that the President 
has authority to devalue the dollar another 9 cents if 
necessary, which would result in a gold price as high 
as $41.34. Whether he will be forced to go to this 
extremity or not cannot be foretold, but his determina- 
tion to raise prices and insure exchange relationships 
not unfavorable to American trade cannot be doubted. 
No one knows what retaliatory or protective measures: 
may be brought on as the world race for gold becomes 
more acute, and no one can view it with equanimity 
except the gold mining companies. 


=~ 


HE most significant recent 
development in the se- 
curity markets is the pro- 

nounced and sustained recovery in the bond market. At 

the present level representative bonds have advanced 

16 per cent from the low point of last November. 

They stand 24 per cent above the low point of April, 

1933; and 39 per cent above the panic low of June, 

1932. Moreover, they are today only some 8 points, 

on the average, below the highest level touched during 

the last twenty years, that high having been made early 
in 1928. A further average advance of around 5 points 
could be regarded as establishing the market at the level 
regarded as normal in the years 1926-1930, thus end- 
ing the depression so far as bond quotations are con- 
cerned. Improvement in this market is significant 
because it can only reflect a waning of monetary fears 
and a strengthening of investment confidence. Such 
improvement, regardless of the Federal Securities Act, 
is requisite to the re-opening of a normal capital mar- 
ket, for abnormally depressed bond prices do not per- 
mit successful flotation of long-term’ capital issues. 

There has been much criticism of the Securities Act. 

Perhaps it is too rigorous, but certainly its trial in a 

period when other factors virtually precluded a normal 

volume of new financing can not be regarded as con- 

clusive. With bonds approaching a normal level, a 

fairer test of it should be had in coming months. 


BOND PRICES 
RECOVER 
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UR most recent investment 
advice will be found in the 
discussion of the prospec: 

tive trend of the market on page 432. The counsel 

embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 

this issue. Monday, February 12, 1934. 
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As I See lt ~ 


By Charles Benedict 


Realities and Illusions of Credit Expansion 


ANKERS are admonished by Chairman Jesse H. 
Jones, of the Reconstruction Finance Corporation, to 
loosen up on business credit; and are warned that if 

they don’t, the Government will. The Administration is 
striving to bring about a credit inflation, which is com- 
monly assumed to be a highly desirable thing. Bank credit 
constitutes our real money supply, for 90 per cent of our 
business is transacted by check; and bank credit has been 
deflated by $20,000,000,000 since 1929. Before this credit 
deflation occurred we were prosperous. After it occurred 
we faced ruin. Obviously, it would seem, the thing to do 
is to create a volume of bank credit capable of fulfilling 
the desirable functions of that credit which has vanished 
since 1929. The machinery of a vast credit inflation is at 
hand and only needs to be started, for the Government 
owns more than $7,000,000,000 of gold—and on this base, 
through the metaphysics of banking, upward of $175,000,- 
000,000 in credit can be erected. Here is potential purchasing 
power in abundance. Why, it is argued, should it not be 
distributed liberally to business? 

In these generalizations—as with most human problems— 
there is both reality and illusion. Few individuals under- 
stand our modern credit mechanism and its relationship to 
gold and to excess bank reserves. It is much easier to think 
of credit as a magic power, to be released or confined at 
the will of a banker. Yet, regardless of the gold base and 
other technicalities of a necessarily complex financial sys- 
tem, credit is really a loan of accumulated purchasing 
power—and accumulated purchasing power is something 
that all can understand. There is nothing metaphysical 
about it. No one expects to get purchasing power for the 
asking. It is the fruit only of successful human endeavor. 

Moreover, credit is a two-sided thing and purchasing 
power is only one side. The other side, inescapably, is 
debt. It is for this reason that credit can never safely 
expand faster than do the productive wealth and the sav- 
ings of the country, for it is only out of the production 
of wealth and savings that the credit debt can be paid— 
and if it is not paid the credit itself vanishes. We forgot 
this simple truth in the roaring speculation of 1928 and 
1929. Are we going to forget it again? The answer lies 
with the public, with 
the bankers, with t he 
Government — but, 
most of all, with the 
Government, for it is 
directing credit policy 
more actively and di- 
rectly than ever before. 

What is the reality? 

Simply this: Credit 
inflation is a desirable 
hing only when ra- 
tionally geared to actu- 
al and sound business 
needs, Before assuming 
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that there exists today a vast business need for credit and 
that its fulfillment will inevitably produce prosperity, let 
us look back upon the last boom and see what uses we 
were then actually making of credit. Out of a peak total 
of $42,000,000,000 in bank loans outstanding in 1929, it 
is to be doubted that self-liquidating business loans—the 
safest and most desirable type of commercial bank loan— 
ever amounted to as much as $10,000,000,000. There 
wasn’t enough legitimate business demand, even with in- 
dustry booming, to. absorb the available credit. Business 
itself began to put surplus funds into the call loan market. 
Credit by the billions was poured into security loans, into 
inflated real estate loans and into unsound foreign loans. 
Here were sown the real seeds of credit deflation. 

Thus, it appears a safe estimate on analysis that at least 
two-thirds of our $20,000,000,000 credit deflation was a 
deflation of unsound and unsupportable credit. In one 
speculative item alone—brokers’ loans—the deflation was 
nearly $8,000,000,000. So examined, the claim that busi- 
ness credit has been deflated by $20,000,000,000 and that 
the gap must be substantially filled by new credit is absurd. 
It becomes all the more absurd when one recollects that 
the average business loan runs less than six months and 
liquidates itself! 

Indeed, business credit on the whole has deflated itself 
rather more than it has been deflated by the bankers. What 
business needs is business. Last July there was plenty of 
business. The business index of the Federal Reserve Board 
then reached a high of approximately 100, which was the 
1923-1925 average—without any expansion in bank credit. 

Now, of course, many business men would like to bor- 
row capital, but the lending of capital is essentially specu- 
lative. It is because the lending of capital funds is specu- 
lative that 15,000 banks have failed in the last decade. 
Thus, we have the paradox that the head of the Recon- 
struction Finance Corporation urges the banks to make 
capital loans while the Comptroller of the Currency rigidly 
enforces the laws which restrict such loans. If a business 
loan paying 4 per cent is of such character that it will 
pass the inspection of a national bank examiner, the profit 
motive alone assures that a banker would prefer that loan 

to investing in a Treas- 
ury note at less than 1 
per cent. 

For months New 
York banks have ad- 
vertised for sound 
business loans. In 1932 
the Reserve Act was 
amended to authorize 
direct loans to those 
unable to get credit 
from member banks. 
At the end of 1933, 

(Please turn to 
page 472) 
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What’s Ahead for the Market? 


Federal Regulation Will Play 
Important Part in Future Trend 


By A. T. Mrver 


conceivable for the market 








S this article goes to 
press, President 
Roosevelt, in a spe- 

cial message to Congress, 
has requested enactment of 
legislation to bring security 
exchanges under strict Fed- 
eral regulation. The Presi- 
dent’s suggestion in all 
probability will be 
promptly adopted by Con- 
gress, possibly within the 
next few weeks. 

It need hardly be said 
that the impending change 


Allied Chemical 
Atchison 

Bohn Aluminum 
Chesapeake & Ohio 
General Motors 
Gulf Oil 

Industrial Rayon 


Stocks Recommended for Purchase 
On Intermediate Reaction: 


Liggett & Myers “B” 
Mathieson Alkali 

National Steel 

Pennsylvania Railroad 
Public Service of New Jersey 
Sterling Products 

United Gas Improvement 


to decline from 10 to 20 
per cent from recent highs. 

On first inspection of the 
Senate bill, the proposal of 
greatest significance in re 
lation to the course of stock 
prices appears to be the re- 
quirement covering mar: 
gins. This states that no 
Stock Exchange member 
broker may lend to any 
customer on any listed se- 
curity more than 80 per 
cent of the lowest price at 
which that security sold 








in the status of the New 
York Stock Exchange and 
of the great market which it provides will be of epochal 
significance. For the first time in its long history, a free 
and open stock market comes under public control. The 
legislation will require all security exchanges to obtain Fed- 
eral charters. It will impose specific restrictions upon many 
market practices. In addition, it will in all probability 
give broad discretionary powers to the Federal Trade Com- 
mission in its administration of the enabling legislation. 

It would be folly to attempt snap judgment as to the 
probable effects of this legislation on stock market practice 
or the course of stock prices, either for the immediate future 
or for the more permanent effects. President Roosevelt 
does not specifically endorse the drastic regulatory bill in- 
troduced in the Senate, yet it was written by those familiar 
with his views and after conference with him. The Presi- 
dent, in making the bill public, states his opinion that 
security and commodity exchanges are necessary and of 
definite value to commerce and agriculture. At the same 
time he calls for “regulatory legislation for protection of 
investors and elimination of unnecessary, unwise and de- 
structive speculation.” 


Vulnerable Market Position 


Pending definite adoption of this legislation and revela- 
tion of the date upon which its most important restrictions 
will go into effect, we see no alternative for either investors 
or traders but to reserve judgment as to its possible reper- 
cussions. The change comes at a time when the market has 
been in a rising trend for many weeks and when a fairly 
active and broad public speculation has been created, 
touched off by the formality of dollar re-valuation in mid- 
January. Unquestionably many stocks are at a vulnerable 
level, even though at this writing there have already been 
two sessions of moderate reaction in anticipation of the 
event now come to hand. Should the general reaction to 
the proposed legislation prove unfavorable, it would be 
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within the preceding three 
years or more than 40 per cent of the current market price 
—whichever is higher—or “more than any lower loan value 
which the commission may deem appropriate during any 
stated period of time.” 

As we interpret this provision it means that no marginal 
stock purchase could be made without the customer putting 
up at least 60 per cent of the current market price. At 
the discretion of the administering commission he might 
at any time be required to put up more. The present New 
York Stock Exchange margin requirements are 30 per 
cent of debit balances over $5,000 and 50 per cent of debit 
balances under $5,000. Under the bill, margins would 
have to be more than doubled. 


Margin Selling?. 


It can be taken for granted, of course, that the Adminis: 
tration does not desire a disastrous decline in the stock 
market. Such a decline quite certainly would be brought 
about if present margin commitments were brought under 
the proposed Federal requirements. The danger appeats 
so clear that it must be recognized by Congress. Possibly 
the law will be made to apply only to new margin commit 
ments. In fact, it is tentatively indicated that it will not 
go into effect until next October. 

Under the bill the above margin requirements are made 
applicable to bank collateral loans, except on securities 
owned outright by the buyer for thirty days. This provi 
sion apparently will prevent speculative purchases being 
made through banks. The bill requires also that no Ex 
change member broker shall borrow on listed stocks except 
from member banks of the Federal Reserve System; that the 
aggregate debt of any member broker shall not exceed ten 
times his net current assets; and that no person shall use 
the facilities of an exchange to effect “wash” sales, match 
orders or to create a “false or misleading” appearance % 
activity or market condition. 
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There are various other provisions covering pool opera- 
tions, the dissemination of information concerning securi- 
ties, and the listing of securities. Of great importance to 
all investors, if rigidly enforced, the proposed legislation also 
requires every listed corporation to file with the exchange 
and the commission certified quarterly reports and monthly 
statements of sales or gross income. Whatever other effects 
this New Deal in market practice may have, there can be 
no quarrel with the latter requirement. 


Longer Prospect Favorable 


Our readers are aware that we have previously expressed 
the opinion that the stock market was at a vulnerable level, 
taking into account both the recent monetary developments 
and the business prospect for the first quarter of the year. 
It has been our view that the speculation expressing itself 
in the market ever since the spring of 1933 had at least gone 
far toward discounting the change that has recently been 
formally authorized in the gold content of the dollar. It 
has been our view, also, that, while the business outlook is 
bright, many stocks—especially some of the speculative 
favorites—have advanced to levels discounting earnings six 
months to a year ahead. Accordingly, we have advised 
against indiscriminating purchases, either by investors or 
intermediate traders, pending the development of a reaction- 
ary period which would establish prices more nearly in line 
with investment realities. 

It is appropriate to point out herewith that the advices 
siven bear no relation to the longer investment prospect. A 
wag has aptly stated that, “The only thing in a major bear 
trend is money.” We incline to agree with this point of 
view. The Roosevelt Administration remains committed to 
the general policy of raising commodity prices back to the 
1926 level by “one means or another.” The business stimu- 
tion resulting from Federal emergency expenditures has 
many more months to run. Finally, cyclical economic re- 
covery is under way, here and 


stocks at prices more favorable than have existed in some 
time. Accordingly, we recommend purchase of fourteen 
stocks, a list of which accompanies this article, in any period 
of intermediate reaction which may develop between now and 
spring. The stocks chosen have been selected for industrial 
position, financial strength and quality of management, as 
well as with regard for the price ratio of each in relation 
to earning power, either current or prospective. Since 
the possible stock market consequences of the pend- 
ing Federal regulation can not at this time be accurately 
weighed, it would appear sound policy to allot desired 
purchases on a scale-down basis. 


’ Group Variations 


In the recent market record the price movement has con- 
tinued the group variations which we have pointed out in 
preceding articles. That is, the railroad and public utility 
shares up to this writing have for a month made a relatively 
better showing than the industrial group. In two days of 
reaction the industrials have lost approximately 38 per cent 
of the entire rally experienced since mid-January, when 
dollar revaluation was announced. The railroad group has 
lost 23 per cent of its rally and the utility group 32 per cent. 
Currently, this leaves the industrial group approximately 
7.4 per cent above the level of January 13, from which date 
the recent phase of speculation for the advance began; 
while the net gain for the rails is 20 per cent and that for 
the utilities 18 per cent. The percentage movement of 
rails and utilities, of course, is wider than that of industrials 
normally because most issues in these two groups are stocks 
of low or medium price. 

Even without any unsettling results from Federal market 
control, the market for several weeks has not been particu- 
larly impressive. Volume of trading has advanced to around 
the 4,000,000-share level, but in a fortnight of this abnor- 
mal activity numerous stocks of the leader type failed to 

make any advance of conse- 





in most other countries. In 
short, time is with the holder of 
sound common stocks. 


THE RECENT MARKET 
BY GROUPS 


quence, aparently running into 
offerings around the level at 
which last summer’s advance 
halted. At the same time, en- 





_ Accordingly, in the case of 
investors who can contemplate 
a possible 10 to 20 per cent re- 


thusiastic speculation converged 
on a variety of second-grade 





action with equanimity, we see 
nd reason why holdings should 
be disturbed. An intermediate 
reaction of this scope, in the 
early future or before many 





issues, never a healthy condition. 
Optimism for the longer 





term, however, finds substantial 
support in the current business 
records. With production difh- 





more weeks have passed, would 
imply conform to normal stock 
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culties ironed out, automobile 
production is expanding 
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market behavior in the correc- 
ton of over-enthusiastic hopes. 


sharply, lending major support 
to general business activity. 
Dealer orders are sufficient to 





Weare frank to say that in the 
present changed situation it is 
impossible to forecast whether 
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keep the industry busy well into 
the spring, if not longer. Steel 
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faction may run beyond nor- 
mal, technical limits. 


operations at this writing are ex- 
panding, reflecting larger buy- 
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The position certainly is not 
s vulnerable as that which ex- 


ing from the motor industry 
and from the railroads. Con- 
struction continues to run 100 





ted last July. Moreover, there 
S nothing in the security legis- 
lttion which could logically in- 
ice investment liquidation— 
ind it is only such selling that 
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gains remain moderate. Gradu- 
al expansion in retail trade con- 
tinues. There is every reason to 






































* afording an opportunity for hy 


believe that March will bring 








elective accumulation of sound 


| 20 27 6 
tL? __ january tt rtauany— 
1934 





powsontsavinacts further business gain. 





for FEBRUARY 17, 1934 


433 





The Crucial Year for the 
New Deal 


Recovery of Prosperity by Magnificent 
Spending to Be Put to the Acid Test 


By JoHn C. CresswiLt 





easy money. The more you 





N the last days of his rule 

Herbert Hoover declared 

that the United States 
could not squander its way 
back to prosperity. Objection 
may be taken to the word 
“squander” but certainly we 
have been spending money 
with a very free hand for the 
past nine months. Nobody ap- 
preciates that more than the 
worried members of the Ways 
and Means Committee of the 
House of Representatives at 


“The race between the greatest governmental 
peace-time spending since the world began and 
revenue will determine whether this nation 
will have to go through the fires of another 
cycle of inflation and deflation before its 
scorched feet rest again on firm ground. No ton. 
man can assuredly pick the winner. 
race will be run, and lost or won, this year.” 


spend the more your own 
urge to spend and the greater 
the pressure of others to make 
you spend. 

The greatest wonder of the 
age—this age of universal par: 
simony elsewhere—is the co 
lossal spending at Washing: 
The next greatest won 
der is the intoxicating effect 
this mad spending has had on 
the spending agents. Actual: 
ly, a million dollars means no 


But the 





more to a thousand function: 





Washington who are burning 
the midnight oil in an effort 
to find the tax money with which to meet interest on the 
ten-billion enlargement of the public debt, now far ad- 
vanced. 

A nation, like a man, may in an emergency borrow to 
meet extraordinary expenditures, and not have his credit 
impaired, but when it has to borrow to pay interest on 
previous borrowing the breakers are in sight. Moreover, 
the borrowings may become so large that their mere size 
dismays, and no more loans may be procurable. If taxes 
fail to yield interest charges or the money lenders strike, 
the only alternative is the emission of negotiable promises 
to pay some time. 

The race between the greatest governmental peace-time 
spending since the world began and revenue will deter- 
mine whether this nation will have to go through the fires 
of another cycle of inflation and deflation before its 
scorched feet rest again on firm ground. No man can as- 
suredly pick the winner. But the race will be run; and lost 
or won, this year. 


Spending Begets Spending 


The event, if adverse to monetary stability, will not only 
drive this country to a decade of low living and social mis- 
ery but will obliterate the New Deal and all its works— 
under either a grim reaction or full flight to the left. On 
the other hand, the New Deal policies may—with all their 
profligate cost—be instrumental and a triumph of public 
income over outgo. Mr. Hoover to the contrary, we may 
spend our way back to prosperity; prosperity may be pur- 
chased on the instalment plan by mortgaging the future. 

Riotous spending, while the money holds out breeds its 
own kind rapidly. It also multiplies the glad recipients of 
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aries in Washington than a 
dollar did once upon a time. The money goes out so fast 
and variously that there is no longer any way of adequate: 
ly visualizing the pecuniary deluge. It is only by reading 
the daily papers line by line that one may have even a 
fleeting impression of the madly mounting items of enor 
mous and, according to the standards of former times, pre’ 
posterous spending. And then it is often found that be 
cause the reporters overlooked an unpretentious release of 
because some blasé official, weary of money spending, for 
got to publicly proclaim the loosing of a hundred million 
or so, no news sheet recorded it. 

The spenders are having a grand and glorious time. An 
old-school economist who is in the thick of the spending 
in Washington, although not of it, remarked the other day 
that much of the crazy spending is due to the personal it 
difference to consequences of hundreds of great and little 
brain-trusters, summoned to Washington to the best sal 
aries and the grandest times they have ever known. At 
personal ease and elated wth authority and power, they 
buzz around with equal indifference to the value of money, 
the principles of economics, the burden of taxation and the 
mounting problems of business management. Beyond @ 
doubt a sort of madness of Utopianism prevails in Wash 
ington. One is reminded, in moments of chill, of Berlin 
on the eve of the World War. 


The Orgy Is On 


The spenders are the greatest present menace to sound 
economic recovery, but soon the spending will succeed them 
in that dour distinction. Even the most reckless spender 
slow down as the funds run out; they may even attain ¢ 
surfeit of spending. But the lower the reservoir of th 
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golden stream of public relief and employment the greater 
the demand for irrigating waters down stream. Wherever 
you find one C W A worker today a dozen may be clamor- 
ing for enrollment tomorrow. Every man who has en- 
joyed easy made-work at more, perhaps, than he ever re- 
gived in the good old days, will yell like a stuck pig as the 
payless days approach. And to his shrieks run Congress- 
men and Senators and all local officials who dread the return 
of the relief of unemployment to their bailiwicks. Come 
running also the politicians of the Democratic faith, A 
Congressional election and eke many state elections are on 
the way. Already the taper-off of the C W A money de- 
luge has been postponed from February to May; and no- 
body in Washington really believes that the taper-off will 
come this year—or ever, clear to the “off.” The very best 
of times come suddenly would still leave the problem of the 
habituated beneficiaries of public help. There is not a 
chance that expanding business activity can absorb this 
year the fourteen million persons who are on Relief and 
CW A payrolls. They will take more money than even 
the elastic budget contemplates and some of them or their 
successors will be there until the crack of doom. 


Works for the Money’s Sake 


In some senses emergency public works (including 
CW A) have become the most stupendous pork barrel in 
history—not only from the political patronage angle, but 
also from the business pap angle. In another six months 
there will be about three million people drawing pay be- 
cause of the crescent P W A proper spending. Unless pri- 
vate business picks up as this public patronage dwindles 
there will be an irresistible demand for more public works 
funds. Even if it does, the regional business and political 
pressure to keep the Government in public works up to its 
neck will be powerful for a long time. And, as a matter 
of grim fact, what are you going to do about it, if business 
volume does not grow rapidly and activity speed up great- 
ly? Back to C W A or direct relief will be the only an- 


swer, 
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The Agricultural Adjustment Administration and the 
Farm Credit Administration may get along for the fiscal 
years of 1934 and 1933 on the 1.3 billions of dollars allo- 
cated to them in the budget, especially, as the former has its 
own private pipe line into revenues, in the form of proc- 
essing taxes; but not if times and particularly bucolic times 
do not rapidly galvanize. Like the living relief bene- 
ficiaries and C W A and P W A job and contract recipients, 
they will hang on. Having had a taste of real money they 
will demand and get more. Unless washed off by pros- 
perity they will sink their probosces still deeper into the 
flow of public funds. The Civilian Conservation Corps 
is to be carried over only until April, 1935, according to 
present plan, but will probably become a permanent func- 
tion of the Government to the tune of 300 million dollars 
a year. Redistribution of population schemes, land pur- 
chases for wilderness restoration, erosion control, acquisi- 
tions to the public forests, subsistence homesteads, employ- 
ment and old-age insurance projects, a flock of regional 
paradises like the Tennessee, are just getting up steam for 
real raids on the treasury. Business revival will retard them 
but continuation of depression will speed them up. 


More Financing 


The RFC, with its 5-billion-dollar finger already in 
every pie and stew, is on the verge of putting 300 millions 
into an Export Credit Bank, and it is to be tapped for the 
money needed for the belated project for stimulating resi- 
dence building. If prosperity doesn’t bounce in demands 
upon it will grow and grow. It is certain to endure in some 
form as a government bank. Direct financing of business, 
big and little, and highly variegated, is coming sure, unless 
business booms and banks loosen up. It’s part of the 
parasitism of the times, with Uncle Sam the host. He is 
the willing George of banker and bum, business and bally- 
hoo. The muscles of kept trade grow flabby even as op- 
portunity waxes. 

The ordinary budget has been trimmed to the point of 
debility—but it will come back. Pensions are already being 











marked up; government payrolls will be back in full vol- 
ume by the end of the year. Washington is convinced that 
war will start in Europe or Asia, or both, this year, and 
both PW A and ordinary funds will be liberally fed to 
Janus. Pacifist sentiment has suddenly become powerless. 

When the bills come in, the 5-billion ordinary budget for 
these two years will be not less than six billions. The two- 
year extraordinary budget will jump from 10 up to 12 
billions. Nineteen billions in two years! The puny seven 
odd billions of anticipated receipts are predicated on busi- 
ness activity indices being up to 81 for the current fiscal 
year and to 98 for the year beginning July 1—which is 
some predication. 

We come now to the prospects of business recovering 
soon enough and fast enough both to curb extraordinary 
government outlays and to provide abundant taxes and 
public loans. If it does we shall avoid dangerous inflation 
of either the currency or credit through government in- 
strumentality. If it doesn’t we shall face before the end 
of this year one or both, mild or fierce. So long as a gov- 
ernment can make money it will not dissolve for lack of 
it. And asa rule it will not manufacture money before its 
credit is exhausted. 


Recovery, Natural or Artificial 


Business recovery—it appears already to be well started 
—~may be the result of a natural spontaneous cure, the de- 
pression distilling its own antitoxins; or it may be due, part- 
ly at least, to extraneous treatment by Dr. Government. 

NRA and AAA have been the chief curative methods 
with P W A and the R F C standing for reparative foods, 
curing remedies and reviving stimulants. 

The consensus of critical opinion is that N R A has not 
yet wrought impressive substantial good, great as have been 
its moral effects. It has spread work to some extent and 
it has added an unknown number of jobs, but the unde- 
niable fact is that the gain made in recovery during 1933 
was largely made before N R A was at work. It is a 
debatable question whether it did not have a tendency at 
first, through its well nigh universal interference with 
business at a recuperating stage, to contribute to the set- 
back in midyear. And it certainly emphasized the spread 
between prices of raw material and foodstuff and those of 
finished materials. But it is fair to charge off its first half 
year to greenness and 
novelty. 

The forced Blue 
Eagle fit is about 
over, and most busi- 
ness is now under the 
codes. By the codes 
as they work out this 
year, NRA _ will 
have to stand or fall. 
It is a great and truly 
noble _ experiment. 
But it is an experi- 
ment. If it continues 
its efforts to spread 
work, it is likely to 
retard recovery, but 
if it turns more to 
making work—think- 
ing more of product 
and profits and less of 
the lag between re- 
covery and wages, it 
will be a great help. 
Rotund minimum 
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Wide World Photo 


CW A workers build scenic boulevard in San Francisco 


prices and restricted production do not multiply into pros 
perity. N R A has been unduly criticized as a bigoted 
opponent of profits. On the contrary, its work has had the 
effect of bringing profits in some industries where there 
were none, and its endeavors to restrain profits in per cent 
have been aimed at increasing volume of production and 
profits in bulk. It has been governed by the admirable 
theory of preventing profiteering from checking the expan. 
sion of realizable production. It has had a depressing effect 
on some industries because returns have not measured up to 
increased costs, but such losses will have compensation later 
(with further business recovery) in the enjoyment of fair 
prices. 


Codes Win Adherents 


It is notable that more complaints against the codes 
come from spectators than from the men who are actually 
working under them. The number of complaints to the 
authorities from members of codes grows steadily less, and 
there are daily reports of former opponents announcing 
themselves as devoted converts. Should recovery begin to 
take the form of a runaway boom the N R A should be 
invaluable as a steadying and restraining force. As times 
goes on the radical influences in N R A_ become less power: 
ful for the reason that the radicals in office become more 
conservative as they forget some of their preconceived no- 
tions in the face of realities which were unknown to them. 
On the other hand, business, as the fear of commercial as: 
sassination declines, is developing a constructive attitude 
that would have been inconceivable a few years ago. This 
writer ventures the opinion that N R A will be a powerful 
factor in making recovery sound and lasting, if something 
of a deterrent to feverish resumption of activity. 

The Agricultural Adjustment Administration has been 
somewhat of a comedy of errors, but it is not possible to 
deny that the benefit and loan payments which it has dis 
tributed to the tune of half a billion have had an exhilarat: 
ing effect on business and sentiment throughout the cotton, 
wheat and corn belts; although its help to the livestock in 
terests has not been marked—and may have been a positive 
hindrance. It looks as if the raisers of cattle and hogs have 
had to pay a large part of the processing taxes themselves. 

As the situation is today it can be firmly asserted that 
the Government recovery efforts as a whole have been im 

mediately helpful. In 

deed, it would bk 

strange if the free 
flow in three years of 
25 or 30 billions ot 
public money into the 
arid fields and pas 
tures of _ business 
should not be of de 
lightful effect. The 
heavy industries have 
been left out in the 
cold, but they will get 
a share of Govern 
ment money this year: 
it must be remem 
bered that up to date 
P W A _has_been 
more of an authori 
ing than a spending 
agency. And 38 
PWA payrolls 
grow, the C W A 

(Please turn to 
(page 472) 
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Is the Federal Reserve System 
Passing? 


Vast Credit Powers Are Now Held by the Pres- 
ident and a Federal Central Bank Is Proposed 


By Puitire WarNER 


HE Federal Reserve Board, theo- 
retically autonomous, has become 
more and more an obedient ap- 

pendage of the Government. The 
eflectiveness of the Federal Reserve 
System, after a life of twenty years, 
has been largely nullified. It may with- 
ina short time be completely destroyed. 
Just as we have nationalized all gold 
in the hands of the Government, there 
is growing demand that we similarly 
nationalize the control of credit. 

Several factors account for the de- 
cline in prestige, and hence in power, 
of the Reserve System. In recent years 
both the Reserve Board and the most 
important of the twelve Reserve Banks 
have lacked strong and dynamic lead- 
ers. In the minds of the unthinking 
the Reserve is blamed, together with 
bankers generally, for the depression. 
As the Reserve's prestige has declined, 
that of a popular President has in- 
creased. To him the public has looked 
increasingly for financial and economic 
salvation. 

In this situation politicians, and 
especially the left-wing inflationists, 
have made the most of their opportunity. Both the Thomas 
Amendment, adopted by Congress early in 1933, and the 
Gold Reserve Act recently adopted, clip the wings of the 
Reserve System and permit the Treasury—directly domi- 
nated by the President—to invade’ at will a large segment 
in the sphere of monetary and credit operations formerly 
teserved to the central banking system. 

Under the legislation recently passed, the Secretary of 
the Treasury, if the President chooses, can use the $2,000,- 
000,000 equalization fund not only for the stabilization of 
currencies but for open market operations. It can be used 
vastly to expand the country’s base of credit. Should credit 
contraction—always politically unpopular—be desirable at 
any time, it is unlikely that it would be brought about by 
the Treasury, which is interested in floating its own obliga- 
tions in a cheap money market and which is in the hands 
of men committed wholly to the Roosevelt policy of raising 
commodity prices by monetary and credit manipulation, or 
that it could be brought about by the Reserve System as 
t exists and as it is manned today. 

In this setting, the formal and legal execution of the 
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Reserve System and the transfer of 
its monetary and credit control com- 
pletely, or virtually so, to a single 
central bank of issue, dominated by 
the President or by Congress, would 
be only another step. With this 
objective in mind, Congress at this 
writing is holding hearings on the 
necessary legislation. The Adminis- 
tration’s attitude has not yet been re- 
vealed, but is presumed to favor the 
change. 

In the character of the testimony 
thus far heard in advocacy of a cen- 
tral monetary authority, one gets a 
significant clue as to the real motives 
involved. Witnesses have included 
J. H. Rand, Jr., chairman of the Com- 
mittee for the Nation, and Prof. Irving 
Fisher of Yale University. Mr. Rand 
and his committee have been the most 
active advocates of devaluation of 
the dollar to the maximum degree 
of 50 per cent authorized by exist- 
ing legislation. He and Professor 
Fisher are among the most promi- 
nent supporters of the commodity 
dollar. They and all other witnesses 
who have argued for a‘central bank, controlled directly by 
the Government, believe the Government has the power 
to raise prices and stimulate economic activity by monetary 
and credit expansion and that the use of this power is 
both necessary and desirable. 

Perhaps it is coincidence that the majority of those who 
wish to scrap the Federal Reserve System and to replace 
it with direct Federal monetary and credit control are 
inflationists. Much oratory has been spilled under such 
vague banners as: “Liberate the United States from the 
domination of the bankers.” Or: “The central bank will 
be a new constitution of economic liberty.” 

“No government,” testified Mr. Rand, “should permit 
coercive power over its own credit to be held by any one 
group or class as the privately owned Federal Reserve 
System holds it today. No government should delegate 
to private interests the control over the purchasing power 
of money.” 

But while Mr. Rand argues that control of currency issue 
and of the Federal credit should repose in a body appointed 

(Please turn to page 475) .... . .- 
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Equalization 


Three great funds devoted to con- 
trol of foreign exchange values now 
face one another and “financial cir- 
cles” throughout the world are demon- 
strating that they are exactly what the 
term implies. For example, half of the 
financiers in London are “viewing with 
alarm” an alleged currency war while 
the other half are “sighing with relief” 
because they feel that the existence of 
these funds means a truce of some kind. 

The funds are: The British Exchange 
Equalization Account amounting to 
nearly 2 billion dollars; the American 
“gold profits fund” of 2 billion dollars; 
and, third, the gold reserves and foreign exchange resources 
of the central banks of the “gold bloc” countries. What- 
ever may be the outcome it is a safe bet that a “good time 
will be had by all” except the tax-payers but who wants 
to give the tax-payer a good time? 


* * * 


Russian Credit 


Faced with skepticism on the part of American busi: 
ness and industry generally with regard to Russian credits 
the Administration in Washington announces that it con- 
templates loaning large sums of money to exporters to 
Russia that they may finance these same credits. With 
delightful naivete it is announced that of course the export- 
er must take the risk—the question is, “whose money is 
lost if the Russian importer fails to pay the American ex- 
porter who, in turn, will then be unable to pay back the 
sums advanced for this purpose?” 

This new financial project sounds as though our govern- 
ment proposes to deliberately side-step the suggestion that 
no defaulting nation be allowed to do any financing in this 
country until it has “purged itself of contempt” and that 
it is deliberately making an exception in the case of Russia. 


2k * * 


$3 a Month 


The Russians just can’t understand why the produc- 
tivity of the average American industrial worker is several 
times that of the average Russian industrial worker. Mr. 
Stalin unconsciously gave the answer when he said that the 
average wage of the industrial worker in Russia is 125 
roubles a month. In terms of commodities 125 roubles 
will buy about the same as $3 in America. It is true that 
the Soviet worker receives rent, medical treatment, social 
insurance, an annual holiday and all sorts of amusements 
for practically nothing, but as Walter Duranty points out 
“this does not buy the baby new shoes.” To be efficient as 
a producer the industrial worker, no matter what language 
he may speak, must be well fed, well clothed and be able to 
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World Economic 


By Ernest GREENWOOD 








Flashes 


obtain some comforts for his family, 
“Rotting capitalism,” as it is so often 
described by certain Russian statesmen, 
has its advantages, Karl Marx notwith- 
standing. 


Lighters 


The pocket lighter is having a tough 
time in Ecuador. Until recently it was 
prohibited by law because it competed 
with the government match monopoly. 
The law has been repealed but lighters 
are now taxed, the tax ranging from $1 
a year on nickel lighters to $8 a year 
on gold lighters. 


* * * 


South America 


Only a few years ago Germany, with her cheap commo- 
dities, long term credits and the ability of her nationals to 
integrate themselves into the social and economic life of 
South American countries, was the principal thorn in the 
flesh of American business men trying to sell goods south 
of the Rio Grande. 

Now Japan, with her cheap labor, cheap currency and 
determination to find a place in the world’s economic sun, 
promises to be one of our most formidable rivals in spite 
of all of our ballyhoo about Pan-Americanism. There is 
even talk of Japanese colonization in South America. A 
mission of Japanese manufacturers talks in Chile about the 
Japanese outlet for Chilean products “if we take plenty of 
orders” in Chile. Exhibitions of Japanese goods have been 
held in Brazil, Chili, Venezuela, Colombia and Peru. The 
South Americans were tremendously’ polite to Secretary 
of State Cordell Hull but—“business is business.” 


* * * 


Gold Concentration 


Europe begins to foresee the resumption of America to 
her former position as world banker. In particular, Great 
Britain’s plans to assume this role are upset by the steady 
flow of wealth to the U. S. Stimulation of exports by the 
United States is viewed with some apprehension since there 
is little disposition to leave our balances abroad resulting 
in a constant gain in American gold holdings. It is recog’ 
nized that just such a concentration and sterilization of gold 
was responsible in part at least for the world crisis. 


* * * 


Government Operation 


The new Cuban government has an effective method of 
not only forcing collective bargaining between employers 
(Please turn to page 479) 
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INANCIAL sharps here are busy 

wrangling about what kind of a 

monetary system we have, now 
that the gold content of the dollar has 
been definitely, even if only temporari- 
ly, established at a new figure. Not a 
shred of our paper money circulation 
is convertible into gold, coin or bullion. 
That applies even to the new type of 
gold certificates the Treasury has 
sued to the Federal Reserve Banks in 
return for their gold. The primary 
test of the gold standard used to be 
that paper money could be freely con- 
verted into gold at the mint exchange. 
There is no new mint valuation and 
there is no coinage of gold. The $35 
an ounce price is not tied to the currency. It is merely a 
price which the government is seeking to give to all gold 
everywhere, for the primary purpose of raising commodity 
prices by cheapening the currency in relation to gold. 
Valuation is fixed by law but not in fact, because the law 
does not give factual backing to its objective. 

The President has said nothing recently about a com- 
modity dollar, but perhaps that is what we have, for 
fundamentally the present program is one of establishing 
anew value for gold as measured by commodity prices. 


THE President looks each day for a sign in the East. If 

only capital would unfold and business venture! His 
statisticians have to tell him once a week that production 
is making only slight gains. Which means that new wealth 
isnot being made rapidly. On the other hand, the enormous 
relief measures of the Government are burning up wealth. 
Wall Street's many sins would be forgotten, if not forgiven, 
if only it would indulge in a few great flotations; and the 
bankers would be elevated to a higher rank than that of 
money changers in the temple, if only they would pass 
out some of their money. 

It is increasingly plain that greater activity must 
spring from the capital goods industries. 


WHEN the economy bill was passed last spring there was 
hope that the depression would leave us with a smaller 
Percentage of persons in the employ of the Government. 
It is now apparent that it will leave us with more people 
than ever on Government payrolls. In Washington alone 
4,000 more people are on the rolls than at any time since 
the war. Most of them will stay there, for the business 
of policing is growing to great proportions, and much of 
it will stay forever; and the Government will never with- 
draw from the endeavor for social betterment. Federal 
'axation is destined to be higher than ever. 

That's one reason why the Government will leave 
no stone unturned to make business better in a hurry. 
A good result is that there will be less and less talk in 
Washington of restricting profits. Profits pay taxes. 
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Today in Washington 


By An INNocENT BysTANDER 









BRECAUSE of the tightness of credit, 

small business men are exerting 
high pressure on Washington for di- 
rect governmental financing of busi: 
ness. The administration is bearish on 
the idea—for it has found that the 
bankers are right when they say that 
only bad loans go begging—but it isn’t 
bluffing when it says through Jesse 
Jones that if the banks don’t lend the 
government will. This is another sign 
of impending inflation—credit infla- 
tion. There will be plenty of easy 
money to float rising prices. 


THE code business is doing its best 
: to create a recovery industry. It 
is estimated that the 200 odd codes so far approved have, 
in their administration, given employment to 10,000 per- 
sons. They've boosted Washington hotel business 50 per 
cent. A code organization is essentially a bureaucracy and 
its costs are only taxes under another name. Naturally, 
they constitute a subtle means for the penetration of busi- 
ness by government. 

I have yet to meet a salary-sharing code official who 
doesn’t believe in the principles of N R A—the bigger 
the salary the stronger the belief. Thus business is 
building up.a corps of Janissaries from its own ranks 
for the overthrow of its cherished individualism. 


CARTER GLASS grows more and more misanthropic. 

His beloved Federal Reserve System is crumbling, the 
sacred dollar has been devaluated, every government 
bond and piece of paper money has become a scrap of 
paper, and his beloved Captain of Industry cowers at the 
feet of socializing professors. Now, the administration 
would like to get him out of his place as chairman of the 
Senate appropriations committee. 


THE President has already called for practically all of the 
emergency money for this fiscal year which he men- 
tioned in his budget message. I predict that he will not 
let Congress go home without giving him another billion. 
That’s why, perhaps, Government officials enthusiastically 
insist that business will be recovering rapidly by the middle 
of March. I think so, myself, if rising prices mean rising 
business. And rise they will. 
When cotton bought at 11 cents in the South, brings 
a profit at seven'cents in Liverpool, it is useless to try 
to tell people that prices can not be raised by money 
magic. That’s why I don’t think this 59.06 cent dollar 
is final. Money magic will next be applied to silver. 


ONE of the big code authorities has put a novel business 

recovery idea up to the N R A. It asks authority to 

levy a fee on all its members for trade promotion purposes. 
(Please turn to page 473) 
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Courtesy, Transcontinental & Western Air 


Can Air Transport Be Profitable 
Without Subsidy? 


Reductions in Amounts Allowed for Mail Carrying 


Raise Significant Question for Investors in Aviation 


By Howarp MINncos 


act of a series of developments that have bedeviled 

the aviation industry for many months. Unques- 
tionably, the abrupt and wholesale annulment will result 
in a vigorous court battle between the Government and the 
transport companies. No one can foretell the outcome. 
No one knows what new contracts will be let when the 
Government tires of army-operated mail flying. There- 
fore, the question, already raised in many investors’ minds 
by irresponsible talk of subsidies and excessive cuts in post 
office air mail payments, comes directly to the fore: Can 
air transport without government mail business be profit- 
able? 

The answer is “No.” 

No airplane as yet built can be operated at a profit 
on passenger revenues alone. Aircraft designers are 
trying to solve this technical, scientific problem; but 
it is one which thus far has defied every genius of the 
slide rule and drafting board. In time, perhaps 
but not yet. 

The constant development work essential at this stage 
of air line operations is exacting and expensive. Without 
air mail contracts the lines could uot afford to carry on 
that development. 

Past and present experience proves that the above state- 
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_pstepe parece of air mail contracts is the final 


ments are true and may be accepted as axioms. During 
six years prior to 1925 twenty-three air lines were started 
in the United States. They were set up and operated by 
individual enthusiasts. They failed miserably. When 
their original capital dwindled they ceased operations, be- 
cause the law did not authorize contract mail. Passengers 
were flown at a loss. There was no money for the costly 
development of surface facilities. 

Today the eleven contract mail systems form nearly all 
our American air transportation facilities. Of a total of 
158,000 miles of flying every 24 hours, the mail lines do 
all but 8,000 miles of it. And they do more than 26,000 
miles of passenger and express flying daily for which they 
receive no mail payments. 

The non-mail lines confine operations to perfect weather 
and daylight hours. They cannot afford continuous 
service; and they cannot afford to develop both flying and 
surface equipment. In general they fly their routes once 
a day when they have a good load of passengers. They 
could not develop a thoroughly adequate service between 
two cities without mail contracts. Some of them try to 
get these contracts by bidding very low. If awarded 
contracts at these bids, they would offer no incentive to 
shareholders or the traveling public which demands ever 
more than the best in speed, reliability and comfort. 
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Those three requisites to sane operations cannot be ob- 
tained without thoroughly experienced management 
backed up by sufficient financial resources. Fortunately 
for the public and the shareholders, the present contract 
mail lines possess those attributes. American Airways, 
doing 29,000 of the total of 124,000 miles of daily flying 
with mail, is controlled by the Cord interests. Eastern 
Air Transport, Western Air Express and Transcontinen- 
tal @ Western Air, with a combined schedule of 34,000 
miles daily with mail, are controlled by General Motors 
through North American Aviation. United Air Lines, 
with 38,398 miles of flying daily with mail, is in the hands 
of United Aircraft & Transport, and is under its original 
management. Kohler Aviation, with 1,116 miles of mail 
schedules daily, National Parks Airways with 2,036 miles, 
Northwest Airways with 4,424 miles, Pennsylvania Air 
Lines with 2,996 miles, United States Airways with 1,120 
miles and the great Pan American Airways System doing 
10,938 miles daily with mail over a net work of 32,000 
miles of airways in 32 countries south of the United 
States—there you have the picture of American air trans- 
portation. 

These lines have nearly trebled the length of their 
routes during the past five years. They now serve 167 
centers having 90 per cent of the industrial facilities of 
the nation and forming trading areas for 60 per cent of 
the population. They maintain their own flying bases at 
162 airport centers in the United States and 147 airports 
in other countries. They have their own weather tabula- 
tion departments and two-way radio telephone facilities. 
They have increased their daily schedules so that they 
now do five times the flying of six years ago. They have 
paid for the development of new planes, engines and 
auxiliary equipment. They have increased their cruising 
speed from 100 miles an hour in 1926 to 180 miles an 
hour this year, and in some instances with mail and ex- 
press planes, 200 miles an hour steady flying. 

They have paid for scientific insulation of airplane 
cabins to reduce noise, for slots, flaps and other gadgets 
which reduce landing speeds and increase flying speeds. 
They have forced the development of engines which re- 
quire less overhaul for certain periods of operations. They 
have spent money on a thousand and one kinds of safety 
devices and auxiliaries for comfort and reliability. They 
have spent money 





It is that good. Nowhere in the world is its performance 
matched. At the same time these lines are confronted 
with disaster, for the following reasons: 

On July 1, 1932, at the bottom of the depression, when 
people would. not spend a cent needlessly, the Government 
boosted the air mail postage rate to 8 cents for the first 
ounce and 5 cents for each additional half ounce, a 60 per 
cent increase. It immediately caused a drop of 24 per 
cent in the volume of mail flown. 

Last year the air mail volume was lower than in 1929 
and nearly two million pounds below the record in 1931, a 
depression year. A series of howls from certain Senators 
and Congressmen, and a few railroad executives, had de- 
veloped the catch phrase “air mail subsidy.” The air mail 
payments could never be compared to the railway mail 
transportation of newspapers and the rural free delivery, 
which never have and never will return anywhere near the 
amounts that the Government lays out on them year after 
year; but which like air transportation, render services of 
inestimable value to the taxpayers. 

Actually the money spent on air mail is not a total loss, 
because about half of it comes back to the Post Office De- 
partment in the form of postage. That fact has been over- 
looked in Washington. 

Congress started sniping at the mail contracts last year 
shortly before the inauguration. At one time the entire air 
mail appropriation was dropped. Then it was restored, 
then cut again. Officials of the new Administration were 
informed that improved service on the contract mail lines 
would play an important part in speeding up the Presi- 
dent’s recovery program, at the same time forming an in- 
dispensable and vital reserve for the national defense. The 
new Congress appropriated $15,000,000 for domestic air 
mail, a reduction of $4,400,185 below the previous year. 

A glance at the accompanying graph will show that the 
Government expected the mail lines to do a vastly increased 
amount of flying this fiscal year at a greatly reduced rate of 
payment. The cost to the Government in fact had been 
coming down every year, $1.09 a mile in 1929, 98 cents in 
1930, 79 cents in 1931, 62 cents in 1932 and 54 cents in 
1933. Administration officials were told that the cut in 
appropriations was too drastic; the operators would begin 
to lose money rapidly and eventually would have to cut 
down their service. They did not want to do this, because 

they were serving 
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For every mile of air mail service in the United States the Government 

has been paying less each year. Post Office Department average payments _ save 

being $1.09 a mile in 1929, 98 cents a mile in 1930, 79 cents a mile in 

1931, 62 cents a mile in 1932, 54 cents a mile in 1933 and an estimated 

38 cents a mile during the present fiscal year of 1934, caused by drastic 
reductions in appropriations. 


Washington set out 
spending billions to 
just about 
everything else, in- 
cluding modern art. 
(Please turn to 
page 473) 





(RS 


New Control Brightens Oil 
Outlook 


Stabilization of Retail Market and Regulated 
Output Opens Way for Improving Profits 


By Frep M. STanTon 


OST industries will not recover 
the earning power of the pros- 
perous years 1926-1929 without 

a broad expansion in consumer demand. 
The steel industry, for example, is losing 
money because of its lack of adequate 
volume. With its price structure it has 
no cause for complaint. The petroleum 
industry, on the other hand, has been 
blessed with a relatively stable volume 
of consumption and cursed by an un- 
profitable price structure. In 1933 it sold 
approximately as much gasoline as it 
did in 1929 but got some $800,000,000 
less for it. Result: the most disastrous 
year on record for oil company earnings. 

As between inadequate public de- 3 
mand and inadequate price, the latter oie 
is, in the basic sense, the lesser of the ov 
two evils. It is possible to do something about it. In the 
case of oil the difficulties of rational price control are great, 
but not insuperable. In tentative, but promising form, 
that control is a reality at this writing, worked out in 
several months of co-operation between the industry itself 
and the Federal Government, the latter represented by 
Secretary of the Interior Ickes in his capacity of adminis- 
trator of the N R A petroleum code. 

During the second half of 1933 great progress was made 
in the stabilization of crude oil production, in which ex- 
cesses during the first half of the year had swamped the 
market ind beaten prices down to a disastrous level. The 
resultant rebound in crude quotations spelled the difference 
between profit and loss for most of the industry. This 
gain, however, was both limited and threatened by con- 
tinuing instability in the market for refined products. Now 
the control program has been rounded out with Marketing 
and Purchasing Agreements worked out by the industry 
and approved, with modifications, by Administrator Ickes. 

These agreements, embracing companies having 95 per 
cent of the refining capacity of the country, will take effect 
in the near future. Their purpose is to stabilize the market 
for refined petroleum products at a level of fair profit for 
all engaged in the industry, from the producing well to 
the retail service station. 

The present stabilizing effort is a last-minute substitute 
for Federal price-fixing which came so close to adoption 
last autumn that elaborate price schedules and differentials 
were actually drawn up and made public. Those sched- 
ules were founded on a base price of $1 per barrel for 36 
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degree gravity mid-Continent crude 
and a ratio of approximately 18.5 to 1 
between this price and the price of a 
gallon of gasoline. 

In a general way, the establishment 
of such a ratio between the price of 
crude oil and that of gasoline remains 
the objective of the industry and of 
Administrator Ickes. It would enable 
the more efficient producers of crude 
to profit and would provide a satisfac 
tory spread for refiners and distributors. 
In recent months crude oil prices have 
held relatively well, but gasoline prices 
have at no time even closely approached 
the “18.5 to 1” ratio. 

Mr. Ickes frankly states that he will 
closely and continuously watch the in- 
dustry’s effort to regulate itself, that 

excessive prices or monopolistic abuses will not be permitted 
and that the program is experimental and subject to change 
at any time. It will not only be modified, if necessary, 
but if it does not function to the satisfaction of the Federal 
code authority it may yet be replaced by Federal price- 
fixing. 

A that it will succeed—and giving considera’ 
tion to a rising trend of consuming demand and to impor: 
tant cost reductions effected in refining and marketing 
operations during the last three years—it would be quite 
possible for the industry in short order to recover an earn- 
ing power comparable to that enjoyed in past periods of 
prosperity. On this basis, with due allowance for the 
uncertainties inherent in the business, it may be said that 
the 1934 oil prospect appears to be the brightest in many 

ears. 

é To this writer the assumption that production and mar- 
keting control, as now modified and tightened, will work 
at least well enough to justify itself seems well-founded, for 
it rests upon the support both of the United States Govern’ 
ment and of the major interests in the oil industry. The 
latter fact is of prime importance and represents a notable 
change in the situation. A few months ago, it will be 
recalled, the industry was split on the question of Federal 
price-fixing, with several powerful companies, including 
Standard Oil of New Jersey, in opposition. 

In contrast today some twenty-five large companies, con’ 
trolling 95 per cent of the refining capacity of the country, 
as well as the bulk of crude production, are in agreement 
on a co-operative policy. Their power to control the market 
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can hardly be questioned. It is a power that could never 
before be used effectively without the certainty of inviting 
prosecution under the anti-trust laws. In literal applica- 
tion to the oil industry and its unique problems, those laws 
were never intelligent, or in the public interest. They are 
till on the statute books and can be resorted to, if neces- 
sary, but in the petroleum code, which also has the force of 
Federal law behind it, the Government recognizes that in- 
telligent control is in the broad public interest, as well as 
in the interest of the industry itself and the several millions 
employed in it. 

Is it likely that the dominant companies will abuse the 
privileges now accorded them? In the first place, an un- 
precedented opportunity to put themselves on a profit- 
making basis has been presented to them. It would be folly 
to abuse it or to risk any resort to subversive practices of 
the kind denoted by the lately popular word “chiselling.” 
In the second place, the industry’s self-government is sur- 
rounded by safeguards in the interest of the consuming 
public and of the little fellows in the business. Moreover, 
that self-government will function in the open, under the 
alert eye of Administrator Ickes. 

To anyone familiar with the record and philosophies of 
Mr. Ickes, any suggestion that the oil giants will be per- 
mitted to gouge the public can only be amusing. Yet such 
warning has been shouted by Senator Borah and at this 
writing, at his insistence, Congress has instructed the Fed- 
etal Trade Commission to investigate the rise in gasoline 
prices. 

In this connection it is interesting to observe that the 
average filling station price of gasoline in 1933, exclusive 
of sales taxes, was 12.76 cents per gallon, having declined, 
with the exception of a modest advance in 1932, in every 
year since 1926, in which year it averaged 20.92 cents 
per gallon. The year 1926, incidentally, was a very pros- 
perous year for the oil industry. To get back to the 1926 
price level gasoline would have to advance from last year’s 
average price by more than 64 per cent. 

Apparently Senator Borah heartily approves of 1926 
prices for farm products, but not for gasoline. With the 
exception of taxes and freight, every element in the price 
of gasoline is far under the 1926 level. Freight is un- 
changed at 3 cents a gallon, but taxes have gone up from 
an average of 2.34 cents a gallon to 5.64 a gallon, while 
marketing has de- 


tion from the public purse or its effect on gasoline prices. 

Within the space of this article it is not possible to de- 
scribe in detail the elaborate and complicated control 
mechanism under which the oil industry is to operate. 
Only a lawyer could derive either information or pleasure 
in wading through the labyrinthian technicalities of the 
petroleum code, the marketing agreement and the purchas- 
ing agreement. The three are over-lapping agencies. Each, 
to be successful, requires a large measure of self-government 
and co-operation from the industry—without which en- 
forcement would probably be as difficult as was enforcement 
of Prohibition—but each nevertheless in the final analysis 
heads up to supervisory and veto powers in the hands of 
Administrator Ickes. 

The marketing argeement conforms to the general princi- 
ples of fair competition set forth in the code, but represents 
a more specific and binding attack on the chief marketing 
abuses, including retail and wholesale price margins, dis- 
counts, secret rebates, extensions of credit, etc. The code 
alone was not completely successful in putting an end to 
‘“chiselling” in the retailing of gasoline and was still less 
successful in application to wholesale dealers. The new 
agreement strictly controls dealer practices. On the best 
grades of gasoline it provides a dealer margin of 4 cents a 
gallon over the refiner’s price on undivided accounts and 
314 cents on divided accounts. An undivided account is 
that with a dealer who handles a single brand of gasoline. 

The purchasing agreement is designed to remove much 
of the incentive for “chiselling.” It sets up a pool, financed 
by approximately twenty-five of the largest companies, 
which will buy up distress gasoline to prevent it being 
dumped at a destructive price. Such gasoline will be 
held off the market temporarily and will be disposed of in 
orderly fashion when, where and as needed. The initial 
capital probably will be $10,000,000. 

Marketing control, of course, is predicated upon control 
of crude oil production. Here, too, the effort involves 
attack on several fronts. The great bulk of the country’s 
oil is produced in Texas, Oklahoma and California. For 
practical purposes, control in these states is virtually equiva- 
lent to national control. In California the industry itself 
has been relatively successful in production control. In 
Oklahoma and Texas reliance had to be placed on state 
proration laws, prior to the inception of the N R A code. 

On the whole, 
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Crop Curtailment and Money 
Changes Presage New Levels 
for Cotton 


Can America Maintain Her Commanding World 
Position for Our Greatest Export Commodity? 


By C. S. Burton 





HAT is the out- 
look for cotton? 
One of the 
main counters in world 
trade, this question is giv- 
en the closest possible 
study in New York, New 
Orleans, Manchester, 
Moscow, Bombay and 
Yokohama from day to 
day, and every day. 
There have been periods 
in the cotton market when 
he who ran could read, 
mills reached up and up 
for the staple, and confi- 
dence ruled on all sides. 
Today, while the prob- 


COTTON PRICES 


ORLEANS SPOT, MIDDLING 


producers curtail, they in- 
crease output and the 
world position then re- 
main approximately un- 
changed? We cannot fore- 
tell, but we may antici 
pate that foreign growers 
are watching closely. 
However, the present 
season and the season of 
1932-33 seem to have 
marked something of a 
turn, in that, as in 1932- 
33 our production was 
54.83% of world output, 
but of world consumption 
American cotton made up 
58.07%. The present sea- 





lem is more complex, the 
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son is perhaps to show 
further improvement, for 








world’s consumption of 
cotton tends to increase. 
There are new factors involved, as well as the older ones 
inherited from past seasons. The solid factor is the annual 
world consumption of (circa) 25,000,000 bales. 

The outstanding feature of the moment involves our 
command of the world situation in the staple. We need 
make no question of our dominance on the side of plenty; 
in the matter of production we are without serious rival. 
Where do we stand when we project a policy of curtail- 
ment? Can the production of American cotton be so cut 
down as to permit, or force, consumers to absorb the carry- 
over and raise the world price to a point where our planters 
can win a reasonable profit? 

It may be noted that the world carryover was 9,367,000 
bales in 1929-30, that it increased to 17,412,000 bales in 
1932-33 and at the beginning of the crop year, August 1, 
last, was 16,347,000 bales. The burden of our planters 
lay in the fact that of this world carryover, American cot- 
ton at home and abroad made up 55.67% in 1930-31; 
63.95% in 1931-1932 and 75.97% in 1932-33. Does this 
commanding position of American cotton give it power to 
push the price up by curtailing supply? 

In other words, could China, Egypt, India and Brazil 
and Russia so step up production that, as American 
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exports from August | to 
November 30 totaled 3,360,000 bales, exceeding the ship- 
ments for the like period for any year since 1928-29. 
Domestic consumption for the five months ending Decem 
ber 31, 1933, ran well ahead of any like period since 
1929-30. 

Just what lies ahead for the cotton grower during the 
coming season, aside from the usual hazards of rainfall, 
temperatures and the boll weevil, still hangs in the balance. 
Whether he is to follow last year’s example and by agree’ 
ment cut down his acreage or whether there is to be a hard 
and fast limit on the amount of cotton which may be 
ginned are matters upon which the planters are being asked 
to hold a plebiscite. 

That there is to be regulation of some sort is assured. 
That the movement may have the full co-operation of the 
growers, they are being asked to make a choice as to the 
means to be employed. Fifty thousand cotton farmers, 
merchants in the smaller towns, who are in daily personal 
touch with the farmers, local cotton buyers are asked their 
opinion as to whether a plan of compulsory control of 
cotton production, compelling all producers to co-operate 
in cotton adjustment programs is favored? What per 
centage of cotton farmers in the community favor com’ 
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ulsory control and would co-operate in its enforcement? 


Thirdly, which would be preferred—a tax on cotton ginned, 
Io adjusted as to exempt the average production of those 


who voluntarily co-operate in the program, or, assign to 
each farmer a certain definite number of bales to be ginned 
or sold during any one season and the prohibition of any 
added ginning or selling? Fourthly, would the. community 
endorse the idea of majority rule, compelling all cotton pro- 
ducers to accept the program, and make the required acre- 
age reductions, if a majority favored it; if necessary, put- 
tng each farm under a license? 

The submission of this questionnaire has not halted the 
work of the A A A (Agricultural Adjustment Ad- 
ministration) in the effort to obtain agreements from the 
planters of the sixteen cotton states, that will limit the 1934 
planting to 25,000,000 acres. 

This plan contemplates the rental of the land withheld 
from production; payment based on its productivity, at 
the rate of 3!/2 cents a pound on the average yield for 
1928 to 1932 inclusive, with a maximum of $18 per acre. 
If this plan becomes operative one-half of the rental will 
be paid between March 1 and April 30 and the balance 
between August 1 and September 30, plus a parity pay- 
ment of not less than 1 cent a pound on their allotment to 
be made in December. It is estimated that under this plan 
15,000,000 acres will be rented and the Government pay- 
ment will run somewhere around $125,000,000. 

In round figures, the Government distributed to cotton 
sowers during last September and October about $112,- 
000,000 and the farmers now hold cotton options with a 
market value of about $48,000,000. 

These cotton options which were at 6 cents a pound 
covered some 2,400,000 bales of cotton and were dis- 
tributed to some 560,000 cotton farmers. Some part of 
this cotton has been sold and the proceeds, above the option 
price of 6 cents, have been remitted to the option holders. 

Some 500,000 farmers still holding options are borrow- 
ing 4 cents a pound on this cotton and are agreeing to 
reduce acreages. The cotton is being pooled—2,200,000 
bales—to be held until July next unless it can be sooner 
sold for 15 cents or better. After July the cotton is to 
be sold. It is figured that the Government will be paid 
10 cents for the cotton, that 1 cent will cover storage and 
elling expenses, and the farmers in the pool will receive 
§5 a bale for every cent per pound that may be realized 
above 11 cents. 

Another 2,000,000 bales of cotton are in warehouses in 
the cotton states, where farmers have pledged it with the 
Commodity Credit Corporation for loans of 10 cents per 
pound. This cotton the farmers still own and are at liberty 
to sell at any time when such sale will pay off the 10-cent 
lan, with interest and storage charges. Naturally these 
holdings must be absorbed before the market can move as 
ireely as it should. 

That the cotton farmers are going to co-operate with the 


A A A is well assured. They see cotton at 9/7 or 93% 
cents farm price as against less than.6 cents in the same 
month in 1932 and barely above 6 cents in the like month 
in 1931. The farm price of 10.6 cents in July, 1933, was 
the highest paid for cotton since March of 1931. There is 
no question in the Southern planter’s mind as to whom 
the credit for the price betterment should be given and the 
checks from the A A A are powerful factors. 

There seems to derive from all of this discussion of cot- 
ton planners and planters a sort of assurance that the 
futures market is to have a basis around present prices. 

To describe in any detail the part which the futures 
market plays in the movement of cotton from the time 
the cotton seed goes into the ground till it disappears in 
final consumption is almost equivalent to an analysis of the 
history of the cotton plant, the fiber and its part in number- 
less industries. 

Just now, however, the futures market is perhaps mostly 
concerned with the possible effect of the devaluation of the 
old dollar upon cotton exports. At the old parity, for 
example, it required 25.52 francs to purchase $1 with 
which to pay for any American cotton that a French im- 
porter might buy. By the recent proclamation it takes 
only 15.074 francs to purchase $1, which is to say that the 
new par value of the franc is 6.633 cents compared with 
the former par value of 3.9179 cents. Where on the old 
par basis for the dollar, the Belgian paid 7.2 belga for one 
dollar’s worth of cotton, he is now required to use only 
4.25 belga. The par value of the belga in relation to the 
dollar has moved up from 13.904 cents to 23.53 cents. 

Quite naturally the markets have discounted these 
changes in gold parities and foreign exchanges are quoted 
at prac! cally the values given, but since we are now on a 
gold bullion standard basis and maintaining a free market, 
of sorts, in gold, the quotations take on a new sense of 
permanence. England, being herself not on a gold basis, 
finds that one pound sterling will buy $5 worth of cotton, 
nor is there a way to set up any par value for the pound so 
long as it has no stated value in gold save by some form of 
governmental agreement. 

These interpolations as to monetary matters become im- 
portant to any student of the cotton market because, if 
the new dollar, which still has a hundred cents in it just as 
it has always had, but represents only 59.06% of the weight 
of gold for. which it formerly stood, is to be effective in 
raising prices, such advances must first become manifest in 
the price levels for those raw materials which have a world 
market. Cotton is pre-eminently in this position and higher 
prices are strongly indicated. 

The proportionate consumption of cotton in the various 
countries of the world is roughly shown by the number of 
spinning spindles active from year to year. 

In our own country, North and South, for the 1933 
crop-year, the number of active spindles was 30,893,- 

(Please turn to page 471) 








Exports of Domestic Cotton by Countries, Years Ending July 31 


Exports (in thousands of bales) to— 


All other 


All other 
Canada countries 


United 
Total value Total Kingdom Germany France Italy Spain Belgium Europe Japan 


$342,698,781 8,419 1,492 1,849 864 804 313 183 574 1,743 176 121 

. 339,940,330 8,708 1,344 1,570 463 649 306 136 396 2,294 187 251 
420,972,112 6,760 1,054 1,640 477 251 138 320 1,228 190 120 
657,726,978 6,690 1,256 1,687 652 260 170 403 1,020 182 23 

. 847,408,710 8,044 1,831 1,797 273 202 617 254 32 

erate 820,104,861 7,542 1,411 1,988 687 305 202 712 959 223 72 
per’ 
com 
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Semi-Annual Dividend Forecast 


Part II]—Steel, Automobiles, Merchandizing, Metals, 
Tires and Accessories, Building, Oils, Chemicals, Foods 











INCE March, 1933, the 


tide of economic recov- 
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have been made and the secur- 

ity of a still greater number of unchanged payments has 
been increased. Apart from the all-important foundation 
of recovery in corporate profits, several additional factors 
brighten the dividend prospect for coming months. 

The Administration’s monetary policy has been clarified 
by President Roosevelt in a special message to Congress. 
We have a de facto stabilization of the dollar carrying 
assurance that any future fluctuation of its gold value will 
be confined within an upper limit of 60 cents and a lower 
limit of 50 cents. Equipped with a $2,000,000,000 equaliza- 
tion fund, the Government will be able to maintain these 
limits and will likewise be able to stabilize the market for 
United States Government bonds. In effect, we have here 
a declaration of a continuing monetary policy, instead of 
one subject to shifts from week to week or month to month. 
It would be difficult to exaggerate the importance of this 
change. It lifts a major uncertainty from the path of 
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of what a company can safely 
distribute—but the mere threat of such action, plus the 
desire of business to co-operate as far as possible with the 
desires of the Administration, may well influence dividend 
policy in the direction of liberality. 

In line with the special conditions obtaining, many com: 
panies will this year vote dividends from quarter to quar 
ter, without attempting to fix an annual rate. This should 
also tend to make for liberality, for a company which 
announces an annual rate is naturally reluctant to reduce 
it and hence tends to make it conservative. 

A broad diversity of industrial issues are covered in 
this section of our annual dividend forecast. In all of the 
groups covered conditions are improving. In most groups 
earnings are showing a marked upward trend and in the 
others losses are being reduced. The profit and dividend 
prospect for the first half of the year appears especially 

favorable for automobile, chemical, oil and mer: 
chandising companies. 
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industry. Things had been getting progressively worse 

since 1929 until, in the spring of 1933, the industry 
was operating at only 14% of theoretical capacity. For a 
time in which the industry usually enjoys a marked seasonal 
expansion this was indeed a poor showing. Following the 
passing of the banking crisis, however, and under the stimu- 
lus of inflation fears, operations rapidly quickened, the 
betterment continuing far into the summer, usually a time 
of seasonal decline. 

In addition to a better rate of operations, the steel indus- 
try has benefited by generally higher prices and the cur: 
talment of competitive imports by the depreciation of the 
dollar in foreign exchange. The past year was also impor- 
tant because, by reason of the N R A Code, it marked a 
real attempt to eliminate senseless, cutthroat competition. 

Not that the year 1933 must be thought of as a time of 
absolute prosperity for the steel industry. It may have 
semed to be, but this is only because of the extreme depths 
to which the industry had sunk previously. For the busi- 
ness as a whole, money was lost last year. 

There is, however, some justification for rejoicing over 
smaller deficits, particularly when the tendency has been 
manifest over several accounting periods, as has been the 
case with steel. It holds out the clear promise of profits in 
the not very distant future. While this may seem to be 
empirical reasoning, there is considerable outside evidence 
to confirm it. Let us examine the outlook for steel’s prin- 
cipal customers. 

These have shown some significant changes over the past 


Las year appeared to mark the “turn” for the steel 


Outlook for Steel Improved 


Industry Expects to Attain a Profitable Status This Year 


few years. Building and the railroads are not longer in 
the forefront. The automobile is now the greatest con- 
sumer of steel. Here, the outlook, at least for the next 
few months, is bright. 

The container industry, which last year was the second 
most important outlet for steel, has had a remarkable de- 
pression record. New things are constantly being packed 
in tin plate and the movement shows no signs of abating. 
One cannot expect, however, this division to gain phenom- 
enally from the current relatively high level of operations. 
For sensational gains one must look to the customers that 
have been hardest hit. Unfortunately, the outlook here is 
somewhat uncertain. In the case of construction, it is a 
question of whether private capital will shortly come in and 
vastly swell the current activity in governmentally-spon- 
sored projects. In the case of the railroads, despite the 
offer of Federal loans, it is a question of more traffic justi- 
fying larger expenditures for maintenance. This is to say 
that, although the construction industry and the railroads 
may be expected to take more steel than in recent times, it 
is not certain that they will exercise this year their “normal” 
buying power. 

Despite the improvement registered by the steel industry 
and that in prospect, it is too early to talk about dividends. 
In the majority of cases, earnings applicable to the common 
stocks of steel companies are still non-existent. Also, in 
many cases dividends are made more remote by the neces- 
sity of repairing financial positions weakened by the de- 
pression and because, in other instances, there are substan- 
tial accumulation of back dividends on preferred stocks. 
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Position of Leading Steel Stocks | 
c Earned perShare Price Range 
Company —————~. ——1933——. Recent Divi- Yield Market COMMENT 
1932 1938E High Low Price dend $ % Rating 
Successfully met important maturity last year. Earned 
American Rolling Mill........... def def 81% 634 27 C-3 19 cents a common share in third quarter. 
Shipbuilding may well be important factor in near- 
Bethlehem Steel................ def defA 491% 10% 49 C-2 term earnings. Moved from the “red” during the 
last quarter of 1933. 
I mprovement appears to be somewhat slow, but is not 
SS | re nee saree defa defa 43% 814 32 C-3 without attraction as a longer term speculation. 
Chances cf emerging from receivership would improve 
Colorado Fuel & Iron............ def NF 1754 2% 8 C-4 __ if only buying of rails would develop in volume. 
| Market fcr special steels shows promise of enlarge- 
fo OL eee eee def def 37% 9 31 C-3 ment. 
| With earnings on the common, dividend outlook would 
Gulf States Steel................ def 0.27A 38 634 34 C-3 be brighter except for accumulations on preferred. 
Resumption of rail buying would help prospects of 
kL Se epee def 0.13 4574 12 47 oe a C-2 common disbursements. 
*McKeesport Tin Plate.......... 5.01 5.50 9534 441% 90 4.00 4.5 B-2 Does well. Extra not improbable. 
*National Steel................. 0.77 1.30A 55% 15 56 1.00 1.8 C-2 Prospects for automobile activity makes near-term 
outlook a bright one. Might pay more. 
a ———— of boom-time merger being overcome. 
EE eee ee def def 23 4 22 C-3 In “black” last half of 1933. Preferred in arrears. 
‘ Needs heavy volume to show profits. Attractive as a 
| NR Ds iin pectin olga defb defb 5234 114% 38 C-2 speculation. 
: Last year’s loss smaller. Materialization of currently 
U.S. Pipe & ND aa kos ad ok def def 22% 6% 31 0.50 1.6 C-2 improved outlook would make dividend safe even be- 
beyond the declarations which have been made al- 
ready up to January, 1935. 
Some improvement, but arrears on preferred must be 
ee ere ee def defA 67% 23% 58 C-2 liquidated before common can expect anything. 
s Will probably report something earned on preferred 
Wheeling Steel................. def nil 35 7% 25 C-3 for last year. “a 
Some improvement registered recently, but depres- 
Youngstown Sheet & Tube....... def def 3754 1% 31 C-2 _ sion’s losses have been tremendous. 
* Candidate for dividend resumption, increase, or extra. E Estimated. A Actual earnings. NF No figures available. a Year ended Sept. 30. 
b Year ended July 31. 
OO 




















Sales Outlook Favors Motor Profits 


Prosperous Condition Expected to 
Extend at Least Over First Half 


HE past year was a comparatively good one for the 
automobile industry. United States production 
amounted to 1,959,201 units, compared with 1,370,- 

678 for 1932, a gain of 43%. Several factors contributed 
to the better showing, the most important fundamental 
cause of the increased activity being the large deferred de- 
mand which had been built up over the years of depression. 
This was set free by the improvement in general business 
and purchasing power that took place following the bank- 
ing crisis in the spring. Exports were also up markedly, 
owing to a world wide revival and the depreciation of the 
dollar in foreign exchange. 

Partly because automobile sales went along in such vol- 
ume so late in the year, and partly because of the radical 
changes in design for 1934-models, the majority of com- 
panies—Ford being the principal exception—have experi- 
enced great difficulty in getting the current season under- 
way. Despite the fact that this year’s models are higher 
in price, it is now quite evident that the increased demand 
during 1933 by no means exhausted the possibilities. As 
this is written, Chevrolet is only producing at the rate of 
about 1500 daily with orders on the books totaling some 
90,000; Plymouth is assembling about 500 units daily and 
claims orders of 40,000; while from other companies and 
other divisions of the two big companies come reports of 
a similar state of affairs. For the industry as a whole 
unfilled orders are currently estimated to be about 225,000 
units. Of course, a number of these orders represent dealer 
show-room requirements, but even so the amount of real 
consumer business booked is very substantial. Also, it is 
a reasonable assumption that dealers would have ordered 
less liberally if they had not been sure that their cars were 


to be given a more than ordinarily good reception by the 
public. 

Total automobile assemblies during January are esti 
mated at 130,000. If the industry can only overcome the 
physical difficulties in production which it is currently 
experiencing, it seems certain that February and March 
will average at least 200,000 units. This would make pro 
duction about 530,000 for the first quarter, or about 50% 
better than the corresponding period of last year. 

The notable tendency for automobile demand to drift 
more and more to the low-priced field may be expected to 
continue. Last year the three principal low-priced car 
accounted for just about 90% of the total registrations 
These cars are so truly “real” automobiles in every sense— 
reliable, fast and comfortable—that the public is question: 
ing the wisdom of paying any more than is demanded for 
them. There will, of course, be some improvement in sales 
of higher-priced models should the general business im: 
provement continue, but it will be surprising indeed if this 
class does not account in the coming year for a still smaller 
proportion of the total. 

If substantiated, this development will have an important 
bearing on individual company earnings and consequently 
upon what stockholders may expect in the way of disburse 
ments. If the business outlook is bright for the low-priced 
makers, it follows that it is here that one must look for 
increased dividends; similarly, if the business prospects 
are less rosy for the independent, higher-priced manufac: 
turers, a less hopeful attitude towards dividends must bk 
taken. It should be noted, however, that a number of the 
latter are themselves about to enter the most prosperous 
field. While they undoubtedly will meet the fiercest sort 








Position of Leading Motor Stocks 





Earned per Share Price Range 
—_———_———— 


1938-——. Recent 
1933 High Low Price 


Market COMMENT 


Divi- Yield 
% Rating 


dend $ o 





def a 8414 31 


B-3 Haslost ground. Dividend cannot be considered safe. 





2.78 5754 134 


2.00 3.8 
1.00t 1.9 B-1 High on current earnings tho, if present expectations 
are fulfilled, may pay an extra early this year. 





1.72 3534 


1.00+ 2.5 B-1 1934 production slow in = started, but’ should 


shortly begin to go ahead lay pay more. 





0.03b 556 


B-3 _ Has enviable reputation for styling. None too strong 
financially. 





def E 


B-3 Was in the “black” for second and third quarters last 
year. Successful future predicted for Terraplane. 





BD owas kitts cael def E 


B-4 _ Has had little success since 1928. 





| 2a def E 


B-2 Strong financially, but permanence of unearned divi- 
dend depends upon better demand for heavy trucks. 





def a 


B-2 Current models lower in price and well styled. May 
do better this year. 





def E 


B-3 Has experienced considerable improvement recently, 
but a dividend basis is notja prospect for the near- 
term future. 





def E 


B-4 Continues with no gear shift lever. Outlook, how- 
ever, u 





NF 


B-4 Reorganization will be easier if current improved 
business is maintained. 





def E 2% 


B-4 Is making a certain amount of progress under G. M. 
control. 














* Candidate of dividend resumption, increase, or extra. E Estimated. NF Not available. a Year to Nov. 30. t¢ Plus extras. 


———— 
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of competition, it is by no means impossible that they obtain 
a very fair share of the business. All depends upon the 
unaccountable whims of the public; one of the new low- 
priced cars may just take its fancy and the result will be 
a remarkable prosperity for the fortunate maker. 


Dividend Policies 


With one or two notable exceptions, it will be seen from 
the accompanying table that a number of the automobile 
dividends currently being paid were not earned last year, 
despite the improvement. They were only maintained be- 
cause of the formidably strong financial position with which 
many of the companies entered the depression. On the 
other hand, the motor accessory companies had not the 
same surpluses to draw upon and dividends were adjusted 
more rapidly in accordance with lowered earning power. 
At the same time, these manufacturers were quick to give 
their stockholders the benefit of larger earnings. A number 
of accessory companies have increased their dividends, while 
others, not caring to count on the permanency of the bet- 
terment, made special distributions, intimating that more 
would be made if conditions justified such a course. On 
the whole the dividend policy of accessory companies has 
been a liberally fair one. 

In one respect at least the outlook for the accessory com- 
panies is better than for the automobile companies proper. 
They benefit from the total number of automobiles pro- 
duced, whereas the latter have to fight among themselves 
over the available business. This is not to say that the 
accessory field is devoid of internal competition and, even 
if it were, one can be very sure that the automobile com- 
panies in making their purchases would not submit very 
long to excessive prices. There is, however, enough truth 
in the contention that the accessory companies count more 
on total volume than on what particular companies obtain 
the lion’s share of that volume to make it worth noting. 


For some time, particularly through the depression years, 
there has been a tendency for the accessory companies to 
branch out into other fields. The move is based on the 
protection afforded by a diversification of interest. For 
some time most of these companies have felt that they were 
too dependent upon the automobile—more especially upon 
a manufacturer of automobiles who might at any moment 
cancel the contract for the particular accessory and make 
it himself. This has happened in a number of cases with 
quite serious consequences to the smaller concern. To mini- 
mize the adverse effect of this ever-present possibility, the 
motor accessory companies have turned to all kinds of 
things. To give but a few examples, these include refrigera- 
tors, beer barrels, furniture, instruments and machinery for 
industries other than the automobile, oil burners and other 
household heating equipment. 


Possibilities in Diversification 


Such a diversifying process if carried out with reasonable 
care ought to be of benefit to stockholders. In addition to 
providing a greater stability of earnings, it enlarges poten- 
tialities. In time, some of these new lines to which the 
accessory companies are turning might well become more 
important and profitable than their automobile business. 

This, of course, is no more than a possibility at the mo- 
ment and a relatively long period will be needed to sub- 
stantiate, or disprove, it. While it adds a certain specula- 
tive appeal, earnings and dividends for most motor acces- 
sory companies over the next few months will depend upon _ 
the production of automobiles.. As has been stated already, 
the outlook here is good and it is a reasonable expectation 
that a number of accessory companies not as yet paying 
dividends will declare them, that some of those making 
intermittent disbursements will put their stock on a regu- 
lar basis, and that among those now paying regular divi- 
dends some will raise their rate, or distribute extras. 














Position of Leading Motor Accessory Common Stocks 








Price Range 






















































































Cc Earned per Share 
omreny ———————_~.. ——1938-—. Recent Divi- Yield Market COMMENT 
¥Senils 19382 1938 High Low Price dend $ % Rating 
endix Aviation............... def 0.60E 21 6} 21 B-2 1934 was a comparatively successful year. Might 
. he " make small payment before long. 
* Bohn Aluminum. ............. def 4.24 58% 9% ~=««6:1 2.00 3.38 B-1 Has done very well. Could pay more. 
* Borg-Warner... 2... 2.1... def 0.75E 2214 614 ~=«aT 0.25t R-2 May put the stock on a regular dividend basis. 
* Briggs Manufacturing.......... def 0.45a 145% 2% 16 0.257 .... R-8 Increased Ford and Plymouth business alds earnings. 
* Eaton Manufacturing... def 0.44a_ 16 3% 18 0 an} R-8 Other moderate disbursements reasonable expectation - 
Electric Auto-Lite............. 1.21 1.00E 27% 10 27 B-3 Business curtailed through manufacturers making own 
> equipment. Proposes to merge with Moto-Meter. 
Firestone Tire & Rubber........1.07b Nilb. 31% 9% 23 0.40 1.8 C-3 ee improvement in profits needed to assure 
Jo? 9 Jae def Nil c 2114 F 17 C-3 Some betterment, but still has a considerable way to go 
Goodyear Tire & Rubber....... def Nil c 474 94% 39 C-2 jen — begin to eliminate accumulations on the 
preferred, 
Houdaille-Hershey “B”........ def NF 6% 1 6 B-3 Present rate of operations near capacity, but dividends 
5 sti!l accumulating on the “A” shares. 
Marlin Rockwell.............. def 0.09a 234% 6 28 A a B-3 Enters the “black.” Special disbursements increas- 
ing. Stock may be placed on regular basis. 
* Motor Products............... def 0.86a 36% 7% +40 R-2 Earnings sharply better. May pay something. 
i aaa an def 0.372 11% 1% 12 B-3 poo barrel line reported doing well. Dividend pos- 
e. 
MUTI CHD. scisse0s 0s <2 defa 1134 1% 10 B-3 Outlook improved considerably, but is not a near-term 
; dividend prospect. 
Raybestos-Manhattan......... def 1.08a 205, 5 20 0.60 3.0 B-2 Higher earnings and further improvement in prospect 
shortly should result in larger payments to stockholders . 
Stewart Warner............... def defE 11% 2% 9 B-3 Some improvement registered, but outlook still re- 
; mains obscure. 
Timken Roller Bearing......... def 0.672 35% 1334 37 0.60 1.6 B-2 Does better, —— company’s attitude towards divi- 
; are dends probably will be conservative. 
Trico Products “unrestricted”... 2.57 2.48a 38% 201% 39 2.50 6.4 B-2 pees p aeed record. Preseat generous dividead should 
e safe. 
LAE." eer def defE 25 2% 20 C-4 Capitalization is unfavorable to the common stock. 
* Candidate for dividend resumpti 
t Recent payment—no regular oe increase, or extra, E Estimated. a Nine months to Sept. 30. b Year to Oct. 31. c Six months to June 30. 
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Mining and Smelting Outlook Better 


Precious Metals More Prosperous Than Others 


HILE the situation is as yet far from all that could 
be desired, matters have taken a decided change 
for the better for most mining and smelting 

companies. 

Let us consider copper first, for in this metal there is 
the greatest security interest. The progress made last year 
so far as the domestic industry is concerned includes ma- 
terially higher prices, an estimated decrease of 15% in the 
stocks of copper at refineries, an estimated increase in 
domestic consumption of 28%, and a sharp decline in the 
importations of both raw and refined metal. Unfortunately, 
while this is undoubtedly a brighter picture, there is also 
an adverse side. Stocks on hand are still huge, the world 
position of the metal does not show the same improvement 
as has been registered domestically, and finally the current 
price of between eight and eight-and-a-half cents 
a pound is not anything on which the majority of the 
companies can get rich. 

Assuming some further increase in consumption with 
the general improvement in business, the outlook for copper 
appears to depend mainly on two things: (1) Somewhat 
better prices, and (2) the formulation of an effective code 
to prevent future occurrence of the abuses which have 
brought the industry to its present pass. Increased con- 
sumption coupled with the devaluation of the dollar ought 
to make for firming prices. But to make certain that this 


tendency is not offset, the code, which is now being worked 
out in Washington, will have to be a truly effective one. 

Other non-ferrous metals—always excepting the precious 
metals—although their sufferings have been less keen than 
those of copper, nevertheless were similarly hit by the 
depression and have shown similar signs of recovery in 
the general improvement that has been taking place for the 
past year. Here, too, a degree of prosperity depends upon 
increasing consumption, a further improvement in prices, 
the reduction of stocks, and the prevention of their ac 
cumulation in the future. 

For the gold mining industry, the past year was the 
most prosperous in history. With the price of gold soaring 
and little difference in cost of production, the industry 
paid a constant stream of extra dividends to its fortunate 
stockholders. Although a slow and steady rise in produc- 
tion costs reasonably can be expected from this point, gold 
can look forward to continued prosperity for a time. 

Throughout the most adverse years of depression, silver 
was just as any other non-ferrous metal—extremely hard 
hit. Now, however, that the American Government is 
subsidizing domestic silver production and there is much 
talk of remonetization of the metal in one way or another, 
the industry confidently expects that it has entered an era 
of prosperity. To what extent this expectation actually will 
be justified depends upon government policy. 








Position of Leading Mining and Metal Stocks 





Earned perShare Price Range 
1933——. 



























































Company —— Recent Divi- Yield Market COMMENT 
1932 1933 High Low Price dend % Rating = 
* Alaska Juneau................ 0.87 NF 33 11% 23 0.60t 2.6 A-2 Higher gold prices and more-or-less constant costs 
result In prosperous condition. 
Aluminum Co. of America...... def NF 96 37% 76 C-3 Company publishes little information, but uses of 
aluminum obviously increasing. 
9 mos. Arrears on preferred. Important April maturity av- 
American Metal Co............ def Nil 2354 8% 24 C-3 pears to have been satisfactorily arranged. 
6 mos. 
Am. Smelting & Refining....... def Nil 5314 1034 47 C-2 Paying off accumulations on.1st preferred. 
ER denis wii 6 a <.045s 0c def NF 22% 5 16 C-8 Will improve finances before paying dividend. 
Cerro de Pasco............... def NF 4434 5% 37 C-2 Helped by precious metals, tho American tariff ad- 
verse influence. 
* Dome Mines.................. 2.09 NF 8914 12 35 1.00 2.9 A-2 Last year’s earnings up sharply. Likely to pay fur- 
ther extras. 
9 mos. 
i er def 155, 3% 11 Ses ass C-3 Outicok somewhat improved. 
.. =e NF 373 145 329 12.00 3.6 A-1 Pays $1 regular and $1 extra monthly. 
® Howe Goung.................. @@f 1.74 388 3¢ 514 40 3.00 7.5 A-2 Dividend increase reflects better business. 
9 mos. 
International Nickel........... def 0.28 2314 634 23 4, re B-2 Improving. Makes sxecial payment. 
UPA TART Gi 5.63.00 se icace def NF 26 7% 21 eax as C-2 Strong low-cost copper producer. Should do betters. 
3 mos. Strong financially. Precious metals help reduce 
ES eee ee def def 1954 53% 17 edocs ee C-3 copper costs. 
* McIntyre Porcupine........... $3.0la 3.40b 483% 18 40 1.00t 2.5 A-2 Additional extras likely. 
6 mos. 
National Lead................. $3.15 2.82 140 4314 140 5.00 3.6 B-1 Expected to report between $6 and $7 earned for 1933. 
Phelps Dodge................. def def 18% 4% 18 it } ere C-3 Outlook somewhat improved, but dividend is from 
realized assets. 
6 mos. 
St. Joseph Lead............... def def 3134 6% 26 whe x ae C-3 Lead and zinc prices better. Pane ee 
2 AEE a 0.62 6.50E 105 13 120 1.00; 8 A-1 extra of $3.50. Present rate of earnings wi 
on 0 " $ fostity similar action in the future. 
’ 6 mos. 
Ey a Peer yee def def 364 1% 27 C-2 Greater activity in steel brightens outlook. 








*Candidate for dividend resumption, increase, or extra. 
$1,'38. b Nine months to Dec. 31,’33. { Plus extras. 








NF Not available. 


t Paid recently. No regular rate. E Estimated. 


a Year to March | 
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Position of Leading Chemical Stocks 








Price Range 


COMMENT 


















































































































































Earned per Share 
Company —_——~. —— 1933. Recent Divi- Yield Market 
19382 1983 High Low Price dend % Rating 
© Air Reductioh .........60.0c0008 2.73 3.79 112 4714 102 3.00t 2.9 A-1 Earnings sufficient to justify small extra. Large 
investment In U. S. Alcohol should be nected. 

Aflied Chemical............... 3.62 NF 152 7034 149 6.00 4.0 A-1 Lacking Interim reports, but even though dividend 
proves to have been unearned last year, It will almost 
certainly be continued. 

‘ worked Am. Cyanamid “B”............ 0.14 NF 1644 3% 19 0.25+ A-3 Doing better. Makes special disbursement. 

‘lve one. E 9 mos. Might pay more later in the year if current imorove- 

precious Columbian Carbon............. 1.77 1.44 11% 23\% 68 2.00 2.9 A-2 = ment continues. 

, . 9 mos. Profiting from alcohol for blending whiskey. Earn- 

en than * Commercial Solvents.......... 0.50 0.88 574 9 33 0.60 1.8 A-2 Ings should be sharoly higher. 

hic the * Du Pont de Nemours.......... 1.82 3.00 963% 32% 98 2.00t 2.0 A-1 Will probably pay additional extras this year. 

In 

| rid the Eastman Kodak............... 2.52 1.84a 8934 46 89 3.00 8.4 A-1 Business Improving. Might pay more later. 

j 6 mos. Helped by general betterment. Might declare 
S upon * Freeport, Texas............... 2.75 1.28 493% 16% 47 2.00 4.3 A-2 extra. 

_ prices, * Hercules Powder.............. 0.24 2.79 685% 165 68  1.50{ 2.4  A-1 Earnings up sharoly. Candidate for further extras. 

er & ; ; 10 mos. New plant should ald earnings. Present dividend 

Mathieson Alkali.............. 0.86 1.42 465% 14 37 1.50 4.1 A-2 = appears assured. 

vas the : 9 mos. Record earnings. Could pay considerably higner 
soarin * Monsanto Chemical........... 2.37 3.57 83 25 78 1.25t 1.6 A-1 regular rate. 
d 8 9 mos. 
idustry * Texas Gulf Sulphur............ 2.82 1.98 4514 154 41 0.50t A-2 Earnings up. May pay more. 
rtunate 9 mos. 
roduc: Union Carbide & Carbon....... 0.97 0.99 51% 1934 47 1.00 2.1 A-1 Current dividend seems quite safe. 
t, gold 6 mos. Benefiting from Repeal. Candidate for dividends 
» g * U. S. Industrial Alcohol........ 0.80 94 134 62 A-2 later. 
ee 9 mos. Present dividend aovears conservative. Might pay 
- silver | _* Westvaco Chlorine............ 0.79 0.73 20% 5 25 0.40 1.6 A-3 more. 
har 
i d * Candidate for dividend resumption, increase, or extra. NF Not available. {Paid recently. No regular rate. a 24 weeks to June 17, ’33. 
ent 1s t Plus extras. 
much 
other, = 
in era 
y will Position of Leading Petroleum Stocks 
| (For a discussion of the oil industry see article on page 442) 
| Earned perShare Price Range 
| Company —————-. —— 1933. Recent Divi- Yield Market COMMENT 
1932 1933 High Low Price dend $ A Rating 
*Atlantic Refining............... 1.45 2.46a 3214 123% 33 1.00 3.0 C-2 Regular conservative dividend well covered. Might 
: pay more. 
Consolidated Oil.............. 0.05b NF 1634 5 13 C-3 More hopeful outlook, but common dividends are no 
a near-term possibility. 
: S 9 mos. 
5 Continental Oil................ def def 1954 4% 19 C-3 Doing better. Debt steadily reduced. 
RGEC AD ci5 ci dais csi aicss bf ables wa 0.60 NF 62 24 70 C-2 Extremely conservative well managed company. May 
; pay something shortly. 
; 9 mos. 
PIDMMIM NID 36 6 oa iein Shs cih6 Si def def 38 8% 27 C-3 Is not without attraction as a speculation. 
9 mos. 
Mid-Continent Petroleum...... def def 16 334 13 C-3 Earned 38 cents a share in the third quarter of 1933. 
cad. 9 mos. Outlook improved, but common stockhciders unlikely 
OL | ie 0.58 def 17% 434 14 C-3 to receive anything in near-future. 
aa 9 mos. 
Phillips Petroleum............. 0.18 def 184% 434 17 0.25f C-3 Financial position much improved. 
SN es savas » Sovewion subie oo Nil NF 15% 2% 13 C-3 = — indebtedness and there are arrears on the 
preferred. 
J i. pea 0.75 NF 3934 17% 38 C-2 b- — interim dividend was not declared last 
ctober. 
" 9 mos. 
* Seaboard Oil of Delaware. 0.71 0.68 4334 15 32 0.60t 1.9 C-2 Present regular dividend appears well-assured. 
9 mos. 
SOULE MN esis S 4 saitieiais xaos Nil def 11% 4 10 eee C-3 Substantial accumulations on cumulative preferred 
Socony-Vacuum............... 0.17 NF 17 6 17 0.15t C-2 May return stock to a regular dividend basis provided 
present favorable outlook is substantiated. 
> 9 mos. Despite somewhat disappointing earnings, present 
Standard Oil of California...... 1.07 0.45 45 19% 40 1.00 2.5 C-2 dividend appears fairly safe. 
Standard Oil (Indiana)......... 1.04 NF 34 17 31 1.00 3.2 C-2 Debt almost eliminated. Dividend should be safe. 
* Standard Oil (New Jersey)..... 0.01 NF 47% 2234 47 1.00 2.1 C-2 Should continue to pay at least present conservative 
rate. 
JOC re 2.35 4.04 59 35 60 1.00f a7 C-2 Pays 9% extra in common stock. 
WOMRE RONDE cab Seika x hawk coc def NF 30% 1034 27 1.00 3.7 C-2 Favorable outlook makes the continuance of dividend 
more likely. 

‘ 9 mos. 

Tide Water Associated........ 0.54 Nil 11% 3% 11 C-3 Begins to liquidate dividend arrears on preferred. 
: : 9 mos. 

Union Oil of California......... 0.78 0.28 2334 8% 20 1.00 5.0 C-3 Although unearned, present rate may be continued. 
* Candidate for dividend resumption, increase, or extra. a Includes non-recurring profit. NF Not available. b 11 months to Dec. 31, ’32. 











t Paid recently—no regular rate. 


¢ Plus extras. 
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Employment Stimulates Retail Trade 


But Profits Are Being Derived from Higher 


Prices Rather Than Increased Volume 


HE sales of a prominent dry goods chain were up 
50% in the latter half of 1933, we were told 
recently. This, however, is measuring sales in dol- 

lars and not in unit volume, or tonnage. When it is 
remembered that prices had advanced as much as 36% in 
this chain system, it is obvious that the increase in physical 
volume of goods sold is by. no means as sensational as was 
at first indicated. Nor can this be an isolated case. It 
must be largely true for all companies doing a general 
merchandising business. 

Not that one cares to disprove that more-or-less steady 
improvement has taken place in this line of retail trade. 
It has; but not the marked extent indicated by the figures 
of dollar sales what are curreritly being reported. 

The principal causes of the higher prices appear to be 
increased employment and purchasing power resulting from 
a higher wage scale, either voluntarily introduced or effected 
by the N R A, activities of the C W A and like agencies, 
and the higher prices being received by the farmers for their 
produce. Because higher prices mean enhanced profit mar- 
gins, further betterment in merchandising earnings and 
dividend payments seems highly probable. 

A similar outlook is enjoyed by the mail order business. 
The two big houses in this field have shown large gains 
in dollar sales for January, and in all probability have 
profited handsomely from goods purchased when prices 
were much lower. It is understood, however, that their 


forthcoming catalogues will show material advances in 
prices as inventory stocks are replaced at higher levels, 

In department stores and other divisions of the retail 
field, profit margins are expanding and such inventory losses 
as were taken during the depression have disappeared en- 
tirely. Indeed, in a time of rising prices it is possible that 
inventory charge-offs are less than the theoretical normal 
for the reason that outmoded and shopworn goods can be 
liquidated on the basis of a higher replacement cost than 
that at which they actually were purchased. 

The chain grocery division has lagged behind others. 
Up until late fall most chains reported both dollar and 
tonnage monthly sales under those of the previous year, 
although the adverse differences became less marked as the 
year wore on. Assuming the Great Atlantic & Pacific 
Tea Co. to be typical, it might be noted that dollar sales 
in the first three months of 1933 ran between 15% and 
16% under those of 1932, in the next five months the 
average was about 5% under 1932; while in December 
there was an increase of 1%. ‘Tonnage sales even in this 
past December were 3% under those of the previous 
December. But with increased consumer  purchas 
ing power, and the tendency towards higher prices, there 
are grounds for believing that a further betterment in earn- 
ings will be witnessed. This cheerful attitude need be 
tempered only by the possibility that future taxation may 
be even more drastic than that already in effect. 











Position of Leading Merchandising Stocks 





Earned perShare Price Range 
——19338———. Recent Divi- Market COMMENT 

1933 High Low Price dend$ Rating 

0.58b 33% 9 30 0.25+ «. A-2 


2.624 7034 43 61 2.50 4.1 B-2 


Company Yield 
% 





Stock should be olaced shortly on a regular basis. 
Could easily vay either a higher regular rate or sub- 
stantial extras. 














Last half’s earnings should’ be considerable better. 
Might pay more. 

Regular rate and usual extras probably will be main- 
tained. 


0.55b 3614 1534 38 1.00 2.6 A-2 
6.00{ 4.1 B-2 


I Wes ccc sccaciessbavns 1.32a 





* Great Atlantic & Pacific Tea.... 10.02 NF 181% 116 145 





Recent material improvement makes dividend much 
safer than formerly. 


| 

| 

45 23 45 3.00 6.7 B-2 | 
Might pay more if earnings hold. | 
| 


16% 5% 
444 27 62 





20 err B-2 
1.00} ; B-1 


3554 14% 29 1.00 ‘ B-2 
6534 2414 60 2.00 : A-1 





Could easily pay much more, but company has always 
been ultra-conservative. 

Doing better. Present payment well covered. 
Should report present dividend covered by ample 
margin. 











Business improvement should have made current 
dividend reasonably safe. : 
Improvement in reports for latest periods. . Arrears 
on preferred. 

Pays off part of accumulaticns on preferred, thereby 
bringing common payments that much closer. 

Pays $1 extra. May take again similar action if 
earnings hold. 


33 934 38 1.60 : A-1 





1834 18 eae Sain A-3 








287% 32 ee ee A-2 








6 mos. 
ae A RE eee © z 56 64 eo aS 





4 Present dividend should prove to have been well 
Safeway Stores r , 55 3.00 5.5 B-2 covered last year. 
47 48 Sere sag A-2 Doing much better. Will probably build up financial 
position before initiating dividends. 
Paying about as much as can be expected at the oresent 
time. 








Woolworth, F. W 607% 61 2.40 4.7 B-2 








a Year to Jan. 31, 38. b Six 


* Candidate for dividend resumption, increase, or extra. NF Not available. t Recent payment—no regular rate. hes “ 


months to July 31, 38. c Year to April1,’33. d Six months to Sept. 30, ’88. g24 weeks to June 17, h 13 months to Jan. 31, ’33. 
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Position of Leading Food Stocks 




































































Earned perShare Price Range 
Company Type of , ——1933—. Recent Divi- Yield Market COMMENT 
Business 1982 1933 High Low Price dend $ % Rating 
RAE UR shen cece es Meats defa 0.46a 134 1% 6 C-3 ee of capitalization In prospect. Outlook 
improved. 
Beatrice Cream.....Dairy Prod. Nil b Nil c 27 7 16 C-8 _Industry’s fundamentals continue somewhat uncertain. 
9 mos. 
Beech-Nut Px....Package Foods 3.70 2.79 704 45 60 3.00 5.0 B-2 Dividend assured. Yield better than average. 
WOMGORs iise ce cee Dairy Products 1.71 NF 87% 18 25 1.60 6.4 C-2 Has a greater diversity of interest than other cos. in 
field. Return fairly safe. 
Cal. Packing.......:.. Canning defb NF 3434 134 26 C-3 Outlook Improved with better prices. Lacks interim 
reports. 
Cont: aa. ko oso vais Baking Nil Nil 184% 3 13 C-3 Arrears on the preferred. Payments remote. 
9 mos. 

* Corn Prod........ Starch, Syrup 2.77 2.68 9054 4534 17 3.00t 3.9 B-2 Earnings up. Strong financially. Pays extra in stock. 
Cudahy Pak. Meats,Specialties 0.70a 2.642 65914 2034 49 2.50 5.1 C-2 Doing better. Dividend reasonably well assured. 
Gen’l Baking........... Baking 1.94 0.83 20% 10% 13 1.00 5 Fe C-3 An —~ dividend usually cannot be considered 

very safe. 
9 mos. 
Gen’l Foods....Package Foods 1.97 1.82 39% 21 35 1.80 6.1 B-2 Stable business. Margin for dividends good. 
| General Mills. .... Flours, Feed 4.12f NF 71 35% 60 3.00 5.0 B-2 Lacks interim reports. Dividend seems well assured. 
| 9 mos. 
Hershey Cho....Chocolate, etc. 4.71 2.84 72 35% 56 3.00 5.4 B-2 Improvement registered recently. 
9 mos. 
Loose-Wiles..:.........Baking 2.04 1.96 443% 19% 40 2.00 5.0 B-2 Earnings up. Dividend should be assured. 
rer Baking 2.44 2.11 6054 31% 44 2.80 6.4 B-2 Any reduction should be but moderate. 
6 mos. 
Nat. Dairy...... Dairy Products 1.88 0.76 2534 104% 16 1.20 7.6 C-3 Dairy industry still unsettled. 
9 mos. 
* Penick & Ford. . Starch, Syrup 2.29 2.62 6034 25% 62 2.00t 3.2 B-2 Has done well. $1.extra in Seotember. 
| Purity Baking...........Baking 0.41 0.96 25% 5% 18 1.00 5.6 C-3 Dividend almost covered. Should be safe with further 
| improvement. 
Standard Bd.....Package Foods 1.14 1.15 375% 1334 23 1.00 4.3 B-2 Profiting from liquor. Dividend safe. 
BMEeihaledecaeeaeeisous Meats defa 1.00a 2434 7 18 0.50 2.8 C-2 Higher prices restore earnings. Well-earned payment 
appears assured. 
9 mos, 
United Biscuit.......... Baking 1.79 1.41 275% 13% 25 1.60 6.4 B-2 Better earnings make dividend reasonably safe. 
Ward Baking “‘A”....... Baking Nil Nil 20 2% 10 C-3 Dividend arrears on cumulative preferred. 








NF Not available. { Plus extras. 


* Candidate for dividend resumption, increase, or extra. 


a Year to Oct. 31. 


b Year to Feb. 28, ’33. 


c 9 mos. to Nov. 30. f Year to May 31, ’33. 








Position of Leading Building Stocks 







































































Earned per Share Price Range 
Company ——1938——. Recent Divi- Yield Market COMMENT 
1932 1933 High Low Price dend % Rating 
Alpha Portland Cement........ def defa 24 534 17 C-3 _Last year’s loss should be less than half that of 1932. 
Should do better still this year. 
Am. Radiator & Std. San....... def NF 19 454 16 C-2 Outlook improved, but dividends hardly a near-term 
prospect. 
General Asphalt............... def defa 27 454 20 C-3 Prices of building materials and oil are higher, but 
needs volume to show real earnings. 
General Bronze............... 0.61 NF 104% 2% 7 C-4 Outlook somewhat obscure ,owing to curtailment in 
the building of large structures requiring ornamental 
aa metal work. 
Holland Furnace.............. defb 0.24c 10% 3% 7 C-8 Air-conditioning provides a degree of speculative 
attraction. 
: 9 mos. 
International Cement..... def def 40 6% 33 C-3 Was in the black for the September quarter. 
9 mos. 
Johns-Manville............... def 0.42 6314 124% 62 C-2 Arrears on the preferred almost liquidated. 
Lehigh Portland Cement....... def defa 27 5% 17 C-3 pi — financially, but dividend arrears on the 
preferred. 
* Minn.-Honneywell Reg........ 0.51 3.77 363% 13 49 1.00t 2.0 C-2 Swing to gas heating aids earnings. Might pay other 
extras. 
Penn-Dixie Cement............ def def 9% 4% 6 C-3 Outlook relatively more hopeful. 
* Sherwin-Williams............. 3.544 NF 4734 12% 63 2.00 3.2 B-2 Business sharply better. Might pay mote. 
6 mos. Strongly situated company. Earnings should rise 
eS: PRE ioe ons o8 a8 eo hee 0.86 0.47 5314 18 47 1.00 2.1 C-2 — with expected imorovement in building 
| activity. 
9 mos. 
Yale & Towne........... def def 23 7 18 0.60 3.3 C-3 Greater volume needed for profitable overations. 
* Candidate for dividend resumption, increase, or extra. NF Not available. a 12 months to Sept. 30,38. b Year to March 31, 88. c9 month 
to Dec. 31,’33. d Year to Aug. $1,’83. { Plus extras. 
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Stock Price Charts 


What They Are—How to Make and Use Them 


By Joun C. Duncan 


N increasing number of traders and speculatively- 
minded investors are turning to stock price charts 
as helpful adjuncts of their market operations. ‘fhe 

word adjuncts is used advisedly; for those enjoying the 
most success with them recognize the limitations as well 


as the utility of charts and use them accordingly—that is 


in conjunction with other investment tools and informa- 
tion. If viewed in this light the most recently developed 
charts can be of inestimable value. 

The sole function of a stock price chart is to assist the 
trader to make his market commitments at definite price 
ranges or a scale of prices in anticipation of a move of a 
predetermined amount. 

Broadly considered, there are two kinds of stock price 
charts,—line charts and point or figure charts. Both of 
them have their uses to the trader and each of them will be 


described. In general, we may say that the chief use of 
the line chart is to disclose typical price patterns while 


the other kind may perhaps best be used to disclose price 
movements. The first may be greatly condensed in scale 
for historical reference; the other lends itself to detail and 
has its greatest usefulness in connection with actual trading 
and to assist in reading the ticker tape. 

Line charts of the kind most familiar to market follow- 
ers represent the daily high and low prices with vertical 
lines, on which the closing price is usually marked by a 
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short horizontal bar (Figure 1). Line charts of this kind 
are peculiarly adapted for showing the lengthy trading 
moves in a stock because they may be compressed for the 
purpose of displaying the pattern of manipulation that has 
been going on for months. They are extremely useful for 
comparison, so that when a new market operation gets 
under way in some tried and tested market favorite, the 


454 


repeating pattern warns the trader what to look for on the 
more detailed charts. 

Unit charts, also known as point or figure charts, are 
constructed on ordinary cross-section paper by entering 
the full price digit in a square whenever there is a change 
in price of a full point or whenever the price digit changes. 
For instance, the price of a stock may rise from 51% to 
543%, decline to 51% and rise again to 531% in the same 
day of trading. In the ordinary line chart of the kind 
used in newspapers, this move would appear as a single 
vertical bar starting at the low of 513% and stopping at the 
high of 543%, with a horizontal bar to indicate the close at 
5344. For greater detail, however, the movements of the 
day may be shown on unit charts in any of the three ways 
indicated in Figure 2. 








sae x 4 | 
333 XOX a3 
= * 7 =. Tee re © ee 
(A) FIGURE CHART (b) POINT CHART (©) UNIT LINE CHART 
11G.2 


Each of these discloses that the stock rose from 51% 
through 52, 53 and 54, to 5434 when it retraced its path 
back through 54 to 53 and 52, then up again through 52 
and 53. To chart this move in the Figure Chart (a), we 
insert the figure 2 as the starting figure, then 3 and 4; on 
the way down the first change of full point would be 3, 
then 2; finally the price changed from 2 to 3 on the way 
up again. It will be noticed in the chart (a) that with 
each change in the direction of the move we go one square 
horizontally to the right. 

In place of numbers, a cross may be entered in the square 
on the up-move and a circle for the down-move of one 
full point to construct the point Chart’ (b). The direction 
of the price change stands out very clearly when Xs for 
up- and Os for down-moves are used and at the same time 
the use of symbols admit the insertion of additional infor- 
mation. For instance, when the stock closes for the day on 
a O, by blacking it in to make a dot, a record is made of 
the close down; similarly, a plus-sign may be used to show 
an up-close. 

Unit line charts such as are used for individual stocks 
are really point or figure charts in which we use closely 
spaced vertical bars or lines instead of numbers or marks 
(c). By spacing the lines closely, the chart is compressed 
horizontally; by using a relatively large vertical scale, price 
movements may be exaggerated. This treatment serves to 
silhouette the price pattern and this enables the trader to 
perceive any repetition of a characteristic move in a stock 
while it is yet in the making. 

Charts of the kind we have described may be constructed 
for any price change as unit,—every %-point change, 1/2 
point, full-point or more. To conform to the probable 
movements, the unit scale ought to be at least twice the 
usual average spread between bid and ask prices for the 
particular stock. For most stocks of large capitalization or 
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large number of shares outstanding,a 1-  — 
point chart is normal. Some stocks which 
have a small number of shares in the 
hands of the public have a very thin 
market and a full point spread between 
the bid and ask price is not unusual,— 
for them a 1-point chart might turn out 
to be very confusing and an even larger 
unit is desirable. 

Stock prices charts are to be read in 
every direction,—horizontally and vertic- 
ally, diagonally, upward and downward. 
The user of them ought to be constantly 
on the alert to observe the patterns being 
formed, particularly he must be on the 
lookout for the formation of triangles 
and parallelograms. Triangles when of 
suficient length are frequently impor- 
tant evidence of accumulation or of dis- 


PRICE 
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tribution parallelograms forming chan- 
nels are important because they may be 
defining the limits of reactions or recoveries. Generally 
speaking, however, the beginner may follow the broad 
rule that a horizontal sequence in a unit chart presages 
an up or down movement of like magnitude. Whether 
the move be up or down depends on the position 
of the horizontal movement within the channel of fluctua- 
tion later referred to, and the technical position. It should, 
morever, always be borne in mind that the principle advan- 
tage of closely observing a specific formation is the strong 
probability of its repeating itself. 

The theoretical aspects of stock price charts are illus- 
trated to good advantage by actual cases and for this dis- 
cussion we show (Figure 3) a small section of the price 
chart of a well-known market favorite in which one 
= had already been completed and one move is indi- 
cated: 





vata he 
FIG.3 


_ We first notice a “line” of four 7s and of four 8s and 
in the light of the market action we would interpret this 
to mean an up-move of four whole points or a move from 
8to 1. Asa matter of fact, the price ran to 2% on this 
move and brought about short selling with a reaction to 
%. The trading for this move would have been to bid 
7%, while the line was forming and, as soon as the move 
got suficiently under way, to disclose its magnitude, stock 
would have been offered at 1! for a 4 point profit. 

The time element is very important when reading these 


charts and we show below (Figure 4) the various days of 
trading: 


38DAY 
2N0 DAY LN 
It. DAY GJ |} 
8]8 16/6) 
F FIG.4 


It was quite plain that the succeeding days (Figure 3) 
Were recording a struggle between the bulls and the bears 
and that there would be a move of some consequence, ac- 
cording to whichever way the rest of the market swung. 
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The next move came after two lines of six 9s and six Is 
were made and this indicated a 6-point move. These lines 
are “position” or “scale” lines at which a large amount of 
stock changes hands because one group thinks the price 
ought to be higher, the other lower. They are important 
as resistance levels in future trading and they have a great 
deal of influence on prices once the break is made away 
from that position. 

Using only a very small corner of this whole chart (see 
Figure 5) we have illustrated the quantitative probability of 
a future price move. There is no other basis for this analy- 
sis than that a great many traders have observed the same 
thing, that the formation of a position line will probably 
measure the extent of the next move in that stock’s price 
and they act accordingly, thus assisting to bring about the 
very thing they thought in the first place. At any rate, 
the chart tells the trader he ought not to expect the move 
to extend beyond a certain new scale; it also supplied him 
with information as to the price at which to trade in and 
out, thus narrowing his decision to the direction he ex- 
pects the move to take. 

The whole chart of the movements of the prices of the 
same stock (Figure 5) serves to illustrate some of the pat- 
terns that, when correctly read, should have been profitable 
to the trader. While this particular pattern was forming, 
it became possible to mark the up-trend or line of the ad- 
vance, drawing a diagonal line (A-B) by reference to 
points of market support (a) and (b) and then (c); the 
upper limit of the advance was defined by a parallel 
diagonal line (C-D) and half-way between these two 
diagonals another line (E-F) may be interpolated. 


Chart of a Market Favorite 


The beginnings of this chart have already been shown 
(Figure 3) and it will be noticed that the move indicated 
in the earlier discussion terminated in a 6-point drop 
on the seventh and eighth day. The stock recovered 
sharply and then for several days fluctuated on a new posi- 
tion line 2, where it established the scale for the following 
7-point move, completed at the top line 8. Another, minor 
scale was formed on the way up (line 4) and confirmed the 
original scale. 

The lower and upper diagonal lines (A-B and C-D) 
form what is sometimes called the channel of advance or 
the channel of the trend and as long as the direction of 
the move is sustained we should expect the price fluctua- 
tions to lie within the channel or between these two 


(Please turn to page 477) 
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One of the Country’s Foremost Manufactur- . 

there 

ing Enterprises—Strong Industrial Position = 

By THomas Catvert McCrary 

TI 

the I 

IME: Fall, 1800. The Four expansion and economic ills. The business. A man going to work or his § earni 
Horsemen of the Apocalypse country is still in the midst of a de- wife scrubbing the kitchen sink cause § leads 

peek coyly from behind thrones pression, shaking hands with Davy minor tinkles in the duPont till. The § sock 

and parties politic in Europe. France Jones in the depths of watered stocks. | company as a whole has made money § coun 
is aflame with revolution and unrest. throughout the depression; rounded its § onab 
To the west, a pioneer country, Amer- Second Phase of Development manufactures to make for a year-round § broa 
ica, is still predominantly colonial. It corporate season; added holdings, ex. § inter 
is troubled deeply by monetary, tariff, E. I. duPont de Nemours has reached panded activities at depression-low § ings 
colonization and defence problems. a crisis. It has no watered stock. It costs; established or expanded subsidi- basic 
A French youth of twenty-eight, one is family owned. But it has expanded aries to use many of its basic products; § seem 
Eleuthere Irenee duPont de Nemours, to include 108 companies. The pow- strengthened its position with old in- § tinue 
finds pioneer America refreshing and. der mill on the Brandywine has out-  dustries; taken its place in the pioneer- Pont 
filled with new life after the turmoil grown patrician management. The ing new; and is undisturbed by re- and 
of European intrigue. Tentatively, he company is valued at $12,000,000 real cent wage and labor legislation; in cial 
thinks of business here. There is room, value. It can be sold for several times war or peace. pare 
and future, for nearly any manufac- that. Tradition overbalances indeci- After one hundred and thirty-two steel 
ture. Perfumes, for instance, would sion. A cousin, Coleman duPont, takes years, duPont continues upon original It 
have netted him handsome profits in the helm and a new company, still fam- _ policies of conservatism. The company com 
those days and since. While hunting ily controlled, is organized at little is still run much like a 17th Century place 
he buys powder and is appalled by the premium for established trade outlets. seigniory. Yet, conservative as its woul 
price and bad quality. His shrewd Thirteen years the industrialist policies, duPont can well laugh at the to 
French nature envisions the real oppor- spends consolidating companies, ex- “extreme liberality” of much existing Garg 
tunity. panding activities. But out of earn- and pending legislation. Long ago it railr 
ings, not capital. After four genera- inaugurated policies making some as large 

Pioneer Manufacturing tions, French shrewdness is still pre- pects of the NRA seem obsolete. to sli 
dominant. Profits are earned, not The foregoing is necessary back- stock 

So, in July of 1802, E. I. duPont taken from stock splits. Expansion is ground in view of certain generalities sider 
built powder mills on the Brandywine paid for out of surplus, not from hopes and _ potentialities the stockholder will ton 
near Wilmington, Delaware. He and stock issues. The policy scintillates at least wish to consider. While the tutec 
manufactured the basic essential for amidst three decades when the great following is not put forward in any with 
early American life, powder. In war American tragedy was culminated with wise as a probability, it is a potential’ of 
or peace, the demand was altered only the Hoover boom, billions of write-  jity and investors, particularly long pull, How 
by a matter of price and grade of prod- downs and bankruptcies, inflation so are learning not to avoid the pleasant that 
uct. If occasional explosions jarred a that industry may pay its debts. art of iconoclasm in considering big to fir 
few teeth during following years, at Time: February, 1934. The Four business. its fi 
least certain facts were established. Horsemen are kept on the jump at- adde 
(1) The duPonts were on hand when tempting to lurk coyly in many places Three Points to Consider prod 
trouble came. (2) They made the at once. Those “in the know” fore- likely 
best powder in the country. (3) They see war threats. American industry is First, the chemical business is a will cons 
made money. (4) They became an coming out from under, but with of the wisp. Assets are little more fore, 
important adjunct to the Government. growls and scratches. Codes and in- than a term. A new discovery,—and prese 
The Government, the people, industry, lation, higher wages, labor troubles, a process of manufacture (including futu: 
needed duPont. And duPont thrived. the possibility of silver, are among up- plant and equipment), patent rights, stabl 
. They were fair merchants. setting factors to many industries. and carefully nurtured markets may inves 
Time: 1902. One mercurial century be lost in a month. Literally, many 4 om 
passed, duPont is known around the Today week sees the complete junking of mil- Orce 
globe for superiority of powder. lions of dollars of capital investment. pe 
Europe, Asia, Spanish America dance Comparatively, duPont finds itself War, embargoes, political measures - 
merrily to the tune of gun crackle in- unique in being perhaps better off than have a disconcerting way of halting the ap 
spired by fever of independence and ever before. During the years it has flow of most necessary commodities. _ i. 
empire dominion. The United States cornered a large, although not monopo- Second, duPont is still predomi ea 
is troubled deeply with tariff, monetary, listic, proportion of basic chemical nantly, “by duPont.” It is family con’ i 
se THE MAGAZINE OF WALL STREET for | 
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trolled and the family unity is solid, 
till definitely patrician. No sign of 
wildcat autocracy or unwarranted 
nepotism has ever been evidenced. At 
the same time, both are potentialities 
and if such came to pass, the individual 
stockholder couldn’t do much about 
either. The movies have already been 
chastised for both tendencies, railroads 
and utilities may be next. At least, 
there is ample evidence of just how 
great damage can be caused by strong 
“block” control. 


Premium for Leadership 


Third, duPont has held upward of 
the broad market average partially on 
earnings outlook. Yet this very fact 
leads experienced traders to believe the 
sock has already considerably dis- 
counted prospective earnings. A reas- 
onable premium on the stock for its 
broad diversification of holdings, its 
inter-company purchasing, and its earn- 
ings from patents and chemicals equally 
basic and essential in war or peace, 
seems logical. At the same time, con- 
tinued earnings are, in the case of du- 
Pont, far more dependent upon policies 
and management than upon the finan- 
cial character of the company as com- 
pared, for instance, with a railroad or 
steel company. 

It has been said that if a chemical 
company once dropped into secondary 
place in its field for three years, it 
would take ten years of intensive effort 
to recapture its place. Once, before 
Gargantuan meglomania seized the 
railroads and banks, the suggestion that 
large companies might allow themselves 
to slip was laughed at. More recently, 
stockholders are at least tending to con- 
sider the possibility. A substantial por- 
tion of duPont output could be substi- 
tuted overnight by other companies 
with little enlargement 
of plant capacity. 
However, remembering 
that duPont ranks close 
to first place in most of 
its fields, it should be 
added the substitute 
product would quite 
likely be inferior. The 
consideration, __there- 
ore, is not of the 
Present but of the 
uture. It gives a less 
stable value to capital 
investment in plant and 
equipment in event of 
orced liquidation. 

0 date, duPont has 
followed the shrewd 
foresight of its found- 
ers. It has kept a little 
ahead of times, bought 
low, sold fairly, ex- 
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panded, largely out of earnings, and 
maintained the policy of paying off 
funded debt, even to itself, on new 
acquisitions. While maintaining most 
conservative policies, the company has 
never failed to be prepared for indus- 
trial or social progress. Its research 
department works years ahead of exist- 
ent needs and immediate sales possibili- 
ties. Incidentally, duPont’s system of 
accounting has been adopted by the 
Government and most labor wage pro- 
visions of the NRA were instituted 
by the company years ago. The key 
policies of the company are to be pre- 
pared for any contingency and to 
manufacture basic products essential to 
other industries. As example, looking 
forward to closer Pan-American rela- 
tions, the company last year acquired 
full ownership of its former partially 
owned (and already proven), subsidi- 
ary in Argentina. The company al- 
ready carries itself and makes profits. 
Considering some of the rather unfor- 
tunate bank policies in regard to South 
America during the delirious decade, it 
is worth mention that duPont have no 
bankers. Their last outside banking 
connection, in this sense, was the pur- 
chase of General Motors stock a decade 
or more ago. 

There are two more considerations of 
‘intangible elements” which have made 
this corporation the huge and highly 
successful industrial octopus it is today. 
First, while there are a whole staff of 
literal coordinators in the organization, 
each separate company or division is 
vitally departmentalized. It seems 
reasonable to assume that no major 
change in policy of any division would 
be made effective without the endorse- 
ment of the home company. At the 
same time, heads of various divisions 
are given a comparatively free reign in 
meeting individual problems. The 
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super efficiency of everybody trying to 
know everybody else’s business, so 
prevalent in some industries, is lacking 
from the duPont organization. There 
13, of course, no limitation to an execu- 
tive’s or employee's earning power due 
to the bonus plan. Therefore full 
loyalty and flow of ideas and objectives 
is devoted to the organization. 

The last intangible is the writer's as- 
sumption entirely and molded by the 
force of circumstance. The majority 
of the duPont’s are working people. 
But not all of the family works for the 
parent or subsidiary organization. 
Many have their own businesses. In 
these outside duPont interests it is 
noticeable that nearly all are set up on 
lines akin to the original company. 
Some of these outside companies as they 
expand flow into channels bringing 
them into the scope of the larger du- 
Pont interests. There is, no doubt, 
community of interest in reciprocal pur- 
chasing. But there is something else. 
These small companies are molded so 
that ultimately, if desirable, they can 
be taken over by the larger corpora- 
tion with practically no change of 
policies or personnel. E. I. duPont de 
Nemours seems something of a huge 
magnet, ready at the desirable point to 
encompass proven and advantageous 
business. The control thereby remains 
in the same hands. 


Financial Position Strong 


The company’s conservative policies 
are perhaps best illustrated by the fact 
that from 1929 to 1933 inclusive, ap- 
proximately $273,360,000 has been re- 
served for depreciation and obso- 
lescence. An additional $115,000,000 
was reserved for insurance, bad debts, 
etc. Investments in wholly owned and 
subsidiary companies are carried on the 
books at real value 
according to the in- 
dividual books of those 
companies. Thus, du- 
Pont’s major block of 
General Motors is car- 
ried at $15.45 per 
share in the asset ac- 
count, the permanent 
block of ten million 
shares representing ap- 
proximately 9/10 per 
share of GM to every 
share of duPont. In 
addition, at the close of 
1933 duPont owned 
200,000 shares of GM 
purchased during the 
year and carried at cost 
among temporary in- 
vestments. 

At the beginning of 
the current year, total 
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Income from Operations 


Net Income from Operations 


Net T lusi e of L 





amount earned on common stock is 


Amount earned a share 








DuPont’s Income Account Including Wholly Owned Subsidiaries 


Less—Provision for Depreciation and Obsolescence of Plants and Equipment Pe ey ee ee eee pen 


Income from Marketable Securities, Investment in Affiliated Companies not wholly owned and Miscellaneous Invest- 


. from Investment in General Motors Corp 
Income received from Investment in General Motors Corp 


Net Income before Interest on Bonds of Subsidiary Company 
Less—Interest on Bonds of Subsidiary Company 


Including E. I. du Pont de Nemours & Co’s equity in undivided profits or losses of controlled companies not consolidated, 


Average number of shares of common stock outstanding during the year 


1932 
$23,363,886.59 
13,009,752.90 


$10,354,133.69 


1933 
. $37,262,303.43 
12,904,101.89 


$24,358,201.54 





5,565,214.00 


$29,923,415.54 
3,459,823.95 


$26,463,591.59 
12,500,273.21 


$38,963,864.80 
68,534.72 


$38,895,330.08 
6,544,954.91 


$32,350,375.17 


4,448,022.47 


$14,802,156.16 
997,234.68 


$13,804,921.48 
12,500,273.21 


$26,305,194.69 
70,416.11 


$26,234,778.58 
6,529,298.55 


$19,705,489.03 




















$32,921,253.24 
10,983,379 


$19,769,394.94 
10,867,678 
$1.82 


























current assets of the company stood at 
$129,771,060 compared with $107,- 
325,753 for 1932. Marketable securi- 
ties at cost of $58,010,388 included 
$53,399,000 of government obliga- 
tions. As of December 31, the quoted 
value of these securities was roughly 
half a million dollars below cost, 
but a substantial increase should be 
apparent at the time of writing. 
Current liabilities for the year were 
$16,601,262 against $10,630,857 for 
1932. This, of course, is a good sign 
pointing toward trade revival. During 
the years 1930-°33 inclusive, duPont 
earned a total of $13.75 per share and 
paid dividends aggregating $14.20 per 
share. The current rate is $2. Earn- 
ings stood at $3 per share for 1933 
as against $1.82 for the previous year. 

During the years of the depression, 
duPont has added substantially to ex- 
istent and new plants at low cost, ex- 
panded the sales fields of many prod- 
ucts, created a lengthy list of new 
products and new ways to manufacture 
old, and increased its holdings. In 
May of 1933 the company acquired 
majority interest in the Remington 
Arms Co. and assumed managerial re- 
sponsibility of the company, reorganiz- 
ing throughout. The activities of the 
new company dovetail neatly with du- 
Pont powder objectives. 


Outlook 


The first half of 1933 continued the 
depressed business conditions of the 
previous year and the bulk of profits 
for the year showed during the latter 
half. There is little guide to current 
years outlook, as a result. But well 
founded opinion, taking into considera- 
tion inflationary trends, looks to du- 
Pont for earnings (exclusive of General 
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Motors) of between five and six dollars 
per share for the current year. The 
estimate may be high. It is based not 
entirely on current statistics, but upon 
the fact that manufacturers have not 
yet replenished basic chemical inven- 
tories and supplies, while on the other 
hand rayon, cellophane, explosives and 
nitrates, should show an_ increasing 
ratio of profit with the upward swing 
of business. Readjustment of book 
value with the turn of business should 
release a substantial sum into duPont’s 
surplus account. Inflation and the 
N RA should affect duPont profits for 
the better. The company has already 
returned employees to an equivalent 
1929 wage scale and last year reduced 
hours to a five-day week. Although 
there is some confusion due to over- 
lapping industries (duPont operates 
under 28 codes), the basic principles do 
not disturb employee policies. 

The monetary situation and tariffs 
are, of course, two pertinent problems 
with duPont. But in regard to the first, 
they enjoy the enviable position of such 
wide flung foreign sales interests as to 
offset loss of dollar value for import- 
ing. Their South American holdings, 
recently expanded, are anticipated as 
being in on the ground floor for a re- 
vival in the southern continent. Their 
patents being well protected, any indus- 
trialization in South America, Asia or 
the Orient should reflect favorably on 
earnings. World trade revival would 
reflect sharply in the case of duPont, 
but foreign holdings are now said to be 
well out of the red by informed per- 
sons. The possibility of silver taking a 
more definite place in the monetary 
system, so dangerous to many indus- 
tries, is not considered of grave detri- 
ment to duPont. The great markets 
of eastern and southern silver countries 


would be opened, many duPont prod- 
ucts and patents in instant demand. 
On the other hand, the duPont policy 
being to find substitutes for foreign 
commodities, whatever foreign ex. 
change conditions arise, duPont will be 
little upset by rising world commodity 
prices. As instance, synthetic camphor. 
And earlier yet, the progess of extract: 
ing nitrates from air, superseding 
Chilean saltpeter. 


Government Competition 


DuPont's most imminent danger is to 
what extent the government intends to 
go in business and its forthcoming 
policies in regard to monopolies and 
price fixing. Even as this goes to press, 
the Government is taking measures 
against the rayon industry for private 
agreement as to price and production. 
Rumor has it that such agreements were 
made. However, the objective was less 
disastrous than lack of agreements. 
Price cutting and full blast production 
of rayon in this country would be an 
immediate handicap to the revival of 
business. The Government plans for 
manufacture of nitrates are vague. 
Muscle Shoals is already antiquated. It 
is wondered if the manufacture of fer’ 
tilizers will be a matter of outright sub 
sidy. If not, there is no great danger 
to nitrate companies over an extended 
period, the reason being that manufac’ 
turing processes and equipment change 
so rapidly, it is not believed the Gov 
ernment could sustain the pace—nor 
quality. 

The duPont annual report shows but 
one change in the order of its ten leac 
ing industries, their proportionate 1 
vestment and return. Rayon and 
cellophane shifted places, rayon going 

(Please turn to page 477) 
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the Pulse of Business 


— Steel Production Higher 


HE opening month of 
T the new year has wit- 

nessed extensive im- 
provement in all the business 
indexes. With reports now 
at hand for about 60% of 
the industries which enter 
into our New Orders graph, 
it appears that the next point will register marked better- 
ment over the preceding month. Machine tool sales, with 
an increase of over 250% above the previous year, make 
an exceptionally impressive showing. Building contracts 
were up more than 150% in December, and about 100% 
in January. Sales at retail are making a better comparative 
showing than in several years, one of the leading mail 
order chains reporting orders for January up 45% from 
last year. Of course, a good part of this gain is due to high- 
et prices, but volume of sales also shows some betterment. 
Orders placed for rolling stock during the past ten weeks 
were heavier than for the entire year of 1933, while some 
of the leading motor car manufacturers have enough orders 
on hand to keep their plants operating at capacity for 
sveral months. All of this is exceptionally good news; 
because it foreshadows some awakening of the heavy goods 
industries which are the backbone of prosperity. 

In view of the marked gains in new orders, it is scarcely 
wurprising to find that our Business Activity index has risen 
steadily since the first of the year, and now indicates that 
the physical volume of production, distribution and trade 
has recovered to a level 20% higher than a year ago. This 
is especially significant because the improvement preceded 
the burst of confidence aroused by announcement of the 


— Metal Consumption Up 
— Gasoline Prices Weaken 
— Coal Output Larger 
—Improved Tobacco Sales 


dollar’s official devaluation, 
and is superimposed upon a 
rising tide at the same time 
last year. As a consequence 
of the latter circumstance, 
there has been an especially 
sharp gain in business activ- 
ity expressed in terms of 
normal, which has now risen to 72.5% from the year’s low 
of 63% touched during the first week of January. Prac- 
tically all of the items which enter into the Business Activity 
index have participated in the more than seasonal im- 
provement. Automobile production has jumped from 20% 
below last year to 70% above. ‘The steel operating rate 
is nearly 90% higher than a year ago. Car loadings are 
the heaviest in nearly three years. At Detroit, more people 
are at work than in two years, without counting those on 
C W A payrolls. 

In the field of finance there have been history-making 
developments since our last issue. Establishment of our 
currency on an international gold bullion base, with the 
dollar devalued at 59.06% of its former gold equivalent, 
has gone far toward a restoration of confidence. 
Where a year ago there were not enough ships to carry 
away our frightened gold, there is now a shortage of suit- 
able ocean transports to rush it back. Not only is our own 
liquid capital being repatriated, but great streams of foreign 
funds are also pouring in to seek refuge from the unstable 
political situation abroad and to participate in the superior 
opportunities for profit which are now opening up in this 
country. A considerable portion of these funds has been 
flowing into the markets for stocks, bonds and commodities. 
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Raw material prices, on an average, have risen substantially 

above last year’s level; bonds have made a new high on the 

recovery; and the Common Stock Index has practically 
. duplicated its peak of last July. 


The Trend of Major Industries 


STEEL—Under the stimulus of rising orders for auto- 
mobile, railroad equipment, and construction steel the 
industry's ingot rate has advanced to around 37%, which 
is about 90% above last year’s rate at this time. In protest 
over inability to gain price concessions under the code, 
several large users of steel have distributed their business 
among the smaller independents, instead of giving it to 
large producers, as formerly. Such tactics appear to have 
headed off a move to raise prices, and incidentally have 
made it possible for the smaller plants to operate at a 
high rate. Orders from miscellaneous sources are also 
coming in faster. In December, for instance, orders for 
steel barrels were 75% ahead of the previous December; 
while orders for boilers, stokers and water pumps were up 
50%. Steel ingot output in January was about double 
that of January, 1933. 


METALS—Producers are still haggling with the customs 
smelters over provisions of the copper code. It now de- 
velops that the latter have on hand considerable stocks of 
foreign copper for which they are seeking preference. The 
domestic price still drags at 8 cents, despite the code provi- 
sion for a minimum price of 9 cents. Preliminary estimates 
place world consumption of tin in 1933 at 127,000 tons, an 
increase of 25% over 1932. Of this total, the U. S. took 
60,000 tons, which was 50% more than in 1932. World 
consumption of tin plate was 3,200,000 tons, calling for 
51,500 tons of tin, an increase of 40% over 1932. Silver 
prices have declined with sterling, while gold in the Lon- 
don market has reached the new all time high of 140 shill- 
ings per ounce. Lead, zinc and tin have shaded fractionally 
since our last issue, though demand is beginning to pick up 
a little in response to general business improvement. 


PETROLEUM—While the average daily output of 
crude in January was 66,000 barrels in excess of the 
Federal allowable of 
2,183,000 barrels, the 


December, and 3,807,000 tons a year ago. Bituminovs 
output in January was 32,935,000 net tons against 29,600, 
000 in December and 27,060,000 last year. The codes 
provide for fair prices; but both branches of the industry 
are plagued with practical difficulties of enforcement. 


RAILROAD EQUIPMENT—Freight cars built for 
domestic use in 1933 numbered 2,160 against 3,200 in 
1932. Passenger cars number 6 against 39. Locomotives 
built in 1933 were 57, of which only 6 were steam. Ip 
1932, 102 locomotives of all classes were built. Only a 
small amount of these totals for either year was turned out 
by the equipment companies, except for small industrial 
locomotives. Of recent weeks, however, the railroads have 
placed orders amounting to $50,000,000 for rails and equip. 
ment, and double this volume of business may materialize 
within the next few months. 


TOBACCO-—Sales of leading 10-cent brands of cigar. 
ettes jumped 50% to 100% during the first two weeks fol- 
lowing announcement of the price advance in competing 
popular standard brands priced at two for 25 cents retail 
This reflected jobber demand in anticipation of greater con- 
sumer sales. Nevertheless, rising costs are eating seriously 
into profits of the 10-cent brands, and efforts are being 
made to have taxes lightened. 


COTTON—The cotton market has soared to the highest 
prices witnessed in the past three years. The assurance 
of definite curtailment of this year’s growth to only 9,000, 
000 bales as envisioned in the Bankhead Bill has been re: 
sponsible for the bullish sentiment. As Secretary Wallace 
reports favorable reception among Southern farmers to 
the proposal for limiting cotton output at the gin, no 
obstacle will impede the measure. A small crop, rigidly 
supervised, would raise prices further. 


Conclusion 


The behavior of practically all the business indexes since 
the first of the year appears to indicate that the stage is 
set for a substantial improvement in prices and in most 
lines of industry and trade this year, if not again checked 
by adverse developments abroad. In usually well informed 
quarters it is believed 
that France can easily 





first week of February 
has brought production 
down close to quota. 
East Texas and illegal 
oil, however, are still 
out of control. Motor 
fuel stocks are now 2.7 
million barrels below 
last year, though still 
excessive. A new gaso- 
line price war has 
broken out in Wash- 
ington, and is spread- 
ing through the South. 
The life of an oil ad- 
ministrator is not a 
happy one. It is hard 
to force profits on an 
unwilling indus:ry. 


INDEX SCAIL 


COAL— Anthracite 
production for January 
amounted to 6,127,000 
net tons, compared 
with 4,424,000 tons in 
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meet any foreign de 
mand upon her huge 
store of gold. The 
chief danger is that 
internal developments 
may force her off the 
gold base. If so, gold 
bloc currencies would 
depreciate considerably 
against the dollar and 
so partly undo the 
price advantage gained 
by our own devalua’ 
tion. It is doubtful, 
though, if this would 
help our recovery more 
than temporarily; be 
cause business improve’ 
ment here has now 
gained great mo 
mentum, and our ex’ 
change relations with 
the sterling group of 
nations would not 

greatly disturbed. 
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Railroad Equipments Look Up 


It is only recently that the railroad 
equipment business has shown signs of 
emerging from its state of almost com- 
plete paralysis. Since 1929 the industry 
has lost ground steadily, coma taking 
place in the final stages. But now that 
trafic is picking up, the roads have 
begun to think about purchasing equip- 
ment again. Indeed, they are more 
than thinking about it, for orders have 
actually been placed for twenty loco- 
motives and nearly 13,000 freight cars. 
Other inquiries are in the market. 
When it is remembered that of all the 
locomotives owned by Class 1 railroads, 
more than half are over twenty years 
old and that the net retirements of 
freight cars during the depression has 
been about 180,000, it is quite clear 
that the potential business is of formid- 
able size. The factor of obsolescence 
might be noted also. Equipment is now 
so much more efficient and economical, 
it may well be, given further increases 
in trafic and revenues, that obsoles- 
cence will be more important in bring- 
ing about replacements than actual 
wear-and-tear. 


* * * 


Leverage Again Becomes 
Favorable Factor 


During depression’s period of declin- 
ing earnings, investors sought securities 
without a high degree of leverage. This 
was a logical course to follow, for those 
that ignored the leverage factor often 
wakened to find that a 10% or 15% 
decline in gross revenues had entirely 
eliminated earnings on the common 
stock. An excellent example is to be 
found in the disaster which overtook 
the utility holding companies as a re- 
sult of but a moderate decline in gross 
revenues. While it does not follow 
that these same companies, now that 
earnings generally are beginning to 
pick up, will regain ground as fast as 
they lost it, there are valid reasons for 
looking upon leverage as less of a lia- 


462 


For Profit 
and Income 


bility under current conditions. This 
is to say, having discovered a not-over- 
valued stock of a company enjoying 
favorable prospects, a reasonably high 
degree of leverage might be regarded 
as advantageous. Make certain, how- 
ever, that the stock is not overvalued 
and the prospects are favorable, lest 
theoretically logical action prove a 
boomerang. 


* *k 


Sinking Funds for Rail Bonds 


On the one hand, there is the argu- 
ment that because railroad property 
always will be valuable and earn its 
way, it is justifiable that bonds secured 
by an adequately maintained property 
should be outstanding forever. On the 
other side, it is said that there is no rea- 
son to believe that anything will remain 
an earning asset for ever and that it is 
only sensible, safe and conservative, to 
make provision for the retirement of 
outstanding obligations. For years, the 
majority of our railroads and public 
utilities have been operating under the 
first theory. As soon as a bond issue 
matured, it was refunded with 10%, 
20%, or 50% added to take care of 
the additions and betterments that had 
been made to the property in the mean- 
time. As a result, it was not unusual 
to find with a contraction of earning 
power that everything had- been 
“hocked” to the limit. If it had not 
been for bank loans and the liberal use 
of government credit, receiverships 
and reorganizations would have at- 
tained staggering proportions over the 
past few years. Fully recognizing the 
dangers in a condition which has re- 
sulted in interest being paid on a debt 
long after the property which the obli- 
gation created had become a ruin, there 
is a strong movement on foot to insist 
upon sinking funds. The Chicago & 
North Western Railway is to be the 
first road to follow the suggestion of 
the I. C. C. in this . While the 
proposed sinking fund would not be- 
come operative while the road is still 














losing money, the gesture is certainly 
in the right direction and every en 
couragement should be given other com: 
panies to follow suit. 


* * # 


Bullishness Rampant 


Some of the statements heard around 
the Street during the past few weeks 
remind one of the atmosphere of 1928 
and 1929. Predictions have been heard 
of a number of industrial stocks sell: 
ing above their 1929 highs. They are 
“talking” $200 a share for this, $300 
a share for that, and $400 a share for 
the other thing. It is not contended 
that these dizzy heights will never be 
attained, but only that a little voice re 
minds us that Radio, Case and a num 
ber of other stocks were never more 
definitely scheduled to sell at a $1000 
a share than just before the big descen 
sion. 

* * * 


Insurance Cover and Prices 


It was perfectly natural and reason’ 
able that businessmen should cut the 
amount for which they had insured 
their property ‘during the crash of 
prices. This was hard on the fire in 
surance companies, however, which not 
only found themselves doing a smaller 
business, but that they were struggling 
with this problem at the same time that 
they were contending with an invest 
ment problem of the first magnitude 
Now these adverse conditions have been 
reversed. Businessmen are finding that 
the present, higher price level makes 
them underinsured and fire insurance 
company premiums might reasonably 
be expected to rise quite sharply from 
this point as the matter of underinsur 


ance is remedied. At the same time, 


the investment portfolios of the fire i 
surance companies have been rising 
price by leaps and bounds. This ap 
pears to present an opportunity for, 
despite the fact that fire insuranc 
(Please turn to page 480) 
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Answers to Inquiries 








The Personal Service Department of THE MaGazINE OF WALL STEET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested, or on the standing and reliability of your broker. This service in conjunction with 
your subscription should represent thousands of dollars in value to you. It is subject only to 
the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


_ 4. Tf not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








DELAWARE & HUDSON CO. acquired at an average price of about  sstantly increasing volume during the 
I bought 100 shares of Delaware & Hud- $22.50 a share, Delaware & Hudson is final half of the year enabled the com- 
sm last year at 4056 on advice in your an important factor to be taken into pany to actually report a slight increase 
tine ple fn sadly cong i ~— consideration in the future plans for the for the full year 1933. Reflecting this 
is dolar ditties on Sune & Hud. consolidation of roads in the eastern sales improvement, and the many oper- 
im at this time-—W. L. C. Nashville. Part of the United States. In view of ating economies effected by the man- 
Tenn, ‘ ’ the strong financial position of the hold- agement during the depression, the 
ing company, coupled with favorable company reported for the year ended 
long term prospects, the common stock December 31, 1933, net income of $28,- 
merits favorable consideration for in- 690,884, equivalent to $2.96 a share 
clusion in the conservative investor’s on the capital stock, compared with 
portfolio, and we would not oppose $22,606,375, or $2.32 a share in the 
adding to your present commitment on previous year. Moreover, the net in- 
any price weakness. come figure for last year does not in- 
heavy losses sustained by various sub- clude a profit realized by the company 
‘diaries last year more than offset net — ae sat of — “o — of - 

inome from its bo : ritish subsidiary, F. W. Woolwort 
However, this factor aril weeds F. W. WOOLWORTH CoO. & Co., Ltd., amounting to $1,970,561 
which was credited directly to surplus. 


against enhancement in market value I notice that Woolworth is again near 
of securities contained in its portfolio, ‘he price at which I bought 100 shares These shares were purchased by the 


which should be furthered during en- about three years ago. I have been read- company in 1931 asa temporary in- 


ing about the “law of diminishing returns” ey Ae . . 
wing years. In other words, the com- affecting the chain stores. How do you vestment; it is not the intention of the 


mon stock of Delaware & Hudson Co. think it affects Woolworth? Would you Company to disturb its original hold- 
knds itself more accurately to appraisal advise me to sell now—or do you believe ings. Incidentally, the company’s sub- 
from the longer term perspective, than ‘is stock can be profitably held?—G. S. S., stantial investment in its British sub- 


on medium term earnings prospects. Cea sidiary provides an admirable hedge 
While improvement has been registered Reaching a peak of $303,047,172 in against depreciation of the American 
it Operating results of its various sub- 1929, dollar sales of F. W. Woolworth dollar. Consolidated balance sheet of 
‘diaries during the more recent past, Co. declined steadily through 1932, the company dated December 31, 1933, 
‘siderable further betterment must having amounted to only $249,892,861 revealed its characteristically strong 
be evidenced before any serious con- in that year. While dollar sales for financial status, and showed total cur’ 
sideration can be given to resumption the initial half of 1933 were still some rent assets of $58,574,541, including 
of dividends on the common stock of 89% below those of the correspond- cash alone of $22,050,346, and current 
the holding company. Nevertheless, ing period of the previous year, liabilities of only $3,964,642. Despite 
y virtue of the company’s acquisition the decline gave evidence of being increased operating costs under the 
of a substantial stock interest in New checked in April. Subsequent sales re. N R A, profits of the company should 
ork Central Railroad: incidentally, ports bore out that evidence, and con- continue to reflect further improve- 


When Quick Service Is Required Send Us Prepaid a 
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_ By virtue of the strategic position of 
ts security investments, Delaware & 
Hudson Co. is favorably situated to re- 
fect industrial recovery anticipated for 
the current year. Admittedly, from an 
income standpoint, its investments are 
currently of little importance, since the 





ment in the agricultural and industrial 
sections of the country. If Wool- 
worth’s latest earnings statement is any 
criterion, it does not appear that the 
“law of diminishing returns” is as yet 
an important factor in its operations. 
Hence, at current levels, we regard the 
shares of this leading retail organiza- 
tion as attractive both for income and 
moderate price enhancement, and sug- 
gest retention of your present holdings. 


REPUBLIC STEEL CORP. 


Please favor me with your frank opinion 
of Republic Steel. What do you think of 
its near-term prospects? Do you believe it 
is now overcoming the difficulties of merg- 
ing in depression times? Would you ad- 
vise me to continue holdina 125 shares of 
Republic Steel which averaged 1334?—G. 
R., Minneapolis, Minn. 


Republic Steel Corp., as now consti- 
tuted, represents the third largest steel 
unit in this country. Unfortunately, 
however, immediately following its or- 
ganization, the company was con- 
fronted with an extended period of ad- 
versities, with the result that it has not 
as yet had an opportunity to prove its 
real earning power. Faced with a de- 
clining volume of business, the man- 
agement of Republic Steel Corp. found 
itself hard pressed to maintain opera- 
tions at a satisfactory rate. Obviously, 
drastic operating economies were ef- 
fected; by virtue of which the com- 
pany has been able to survive the 
depression comparatively unscathed. 
As a result of the management's ag- 
gressiveness in improving and strength- 
ening the trade position of Republic 
Steel Corp, it was favorably 
situated to take full advantage of im- 
proved conditions that evidenced 
themselves during the final half of 
1933. In fact, for the first time in 
three years, the company, during the 
third quarter of last year, was able to 
report profits from operations. For 
the three months ended September 
30, last, net income amounted to 
$148,239, in contrast with a deficit of 
$3,419,353 in the corresponding in- 
terval of 1932. For the first nine 
months of the year, a loss of $2,780,780 
was incurred, as compared with a 
deficit of $8,640,471 in the preceding 
year. Should the improvement in the 
steel industry registered during last 
year be continued during the greater 
part of 1934, it would not be at all 
surprising to observe the company re- 
porting something earned on the pre- 
ferred stock, if not the junior equity. 
While obviously, the common must be 
looked upon in a speculative light, con- 
tinued retention of present holdings 
where reasonable risks are not objec- 
tionable is justified. 
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STANDARD OIL OF NEW 
JERSEY 

When other common stocks are selling 
at three and four times their 1933 lows, I 
am at a loss to understand why Standard 
Oil of N. J., doesn’t do better? Isn’t it 
particularly well sitwated to benefit by cur- 
rent dollar exchange? Do you think I 
would be justified in buying an additional 
50 shares now?—J. B. R., St. Louis, Mo. 


Standard Oil Co. of New Jersey 
functions as a holding company with 
its subsidiaries operating in all branches 
of the petroleum industry, not only in 
this country but throughout the world. 
Gasoline sales provide the major por- 
tion of revenues, but it also controls 
numerous natural gas properties which 
should add substantially to earnings as 
industrial conditions attain more nor- 
mal levels. Large refineries are oper- 
ated throughout the country adjacent 
to marketing centers which are said to 
account for approximately 65% of 
total output for United States re- 
fineries, as a whole. The bulk of crude 
oil entering its domestic refineries is 
purchased from independents, while 
foreign production has always ex- 
ceeded refining and marketing require- 
ments. In an effort to balance its 
foreign operations, and to improve its 
competitive position, its Far Eastern 
properties were merged with those of 
Socony Vacuum. The latter has long 
been a leading factor in the marketing 
end of the business in the Far East, 
while Standard Oil of New Jersey con- 
trols tremendous producing and refin- 
ing properties. When consideration is 
given to “Jersey’s” dominant position 
in the petroleum industry, its impreg- 
nable financial status and the improve- 
ment which appears under way for the 
industry, as a whole, the shares should 
most certainly prove a desirable hold- 
ing over a reasonable period of time, 
and, purchases are recommended on 
that basis. 


R J. REYNOLDS TOBACCO CO. 


Please give me your views on the earn- 
ings prospects for R. J. Reynolds Tobacco 


this year. Do you believe the recent price 
increase offsets higher costs? Should this 
result in greater profits? Can I continue 
to hold 100 shares of this stock as a con- 
servative income-paying investment?—H. 
E. M., Boise, Idaho. 


R. J. Reynolds Tobacco Co. reported 
for the year ended December 31, 1933, 
net income of $21,153,722, including 
$5,003,598 profit from disposal of the 
company’s own class “B” stock, equiva- 
lent to $2.12 a share on the combined 
common and class “B” stocks, com- 
pared with net income of $33,674,800 
or $3.37 a share for the previous year. 
The earnings decline experienced by 
the company last year is largely attri- 


butable to keen competition from 
cheaper cigarettes, necessitating ex. 
tensive advertising to maintain sales 
volume. If the $5,003,598 profit on 
the sale of its stock had been excluded, 
earnings last year would have been 
equal to only $1.62 a share, or less than 
half the $3.37 a share earned in 193), 
However, increased cigarette prices, 
together with the probability that com. 
petition from the “10-cent” brands 
will become less important as public 
purchasing power attains more normal 
levels, are encouraging factors in the 
earnings outlook. Despite the fact that 
dividend requirements last year ex: 
ceeded income, net working capital, as 
revealed in the 1933 year-end balance 
sheet was practically unchanged from 
the previous year. Total current ay 
sets, including cash and U. S. Govern. 
ment securities of $49,156,116, 
amounted to $137,277,571, while total 
current liabilities were only $5,344,116. 
Although the processing tax, higher 
tobacco costs, and increased wages un: 
der the NRA will undoubtedly increase 
production costs, the recently an 
nounced price advance of 60 cents per 
thousand on “Camels” should offset 
these factors. Thus, while the present 
annual dividend of $3 a share cannot 
be regarded as entirely assured, the 
company’s strong financial status and 
improved earnings outlook indicate 
continuance of present distributions 
for some time ahead, at least. Con: 
sequently, we believe the shares attrac’ 
tive as an income producing medium 
which at the same time possess appre’ 
ciation possibilities over the longer 
term. 


MOTOR WHEEL CORP. 

Do you feel that Motor Wheel’s posst- 
bilities are fully discounted in the_ presen! 
price of its stock? Do you think it would 
be advisable to sell now and take a small 
profit, or do you believe this stock will sell 
higher?—W. K. Boston, Mass. 


Reflecting the decided improvement 
which has taken place in the automo 
tive industry, operations of Motor 
Wheel Corp. for the nine months 
ended September 30, 1933, resulted in 
a profit of $198,200, equivalent to 23 
cents a share on the common stock, in 
marked contrast with a deficit of $839, 
419 for the corresponding interval 0! 
1932. Although full year 1933 eam’ 
ings have not as yet been reported, it 
is unofficially estimated that these wele 
equivalent to around 55 cents a share, 
which would compare with a substan 
tial deficit for the previous year. 
strong financial condition was reveal 
in the balance sheet dated September 
30, 1933, when total current assets 0 


(Please turn to page 469) 
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The Outlook 
for 
Equities 


Current Issue on request 


EDWARD B. SMITH 
& CO. 


ESTABLISHED 1892 


Members New York, Philadelphia 
and Boston Stock Exchanges 


15 Broad Street, New York 
Philadelphia Boston 





























New Booklet 


PRICE RANGE 
1920-1933 


of all 
STOCKS and BONDS 


Listed on New York Stock Exchange 





Booklet also gives complete data 

as to cash dividends, stock divi- 

dends, special distributions, etc. 

for the entire 14-year period. 
Copy upon request 


Odd Lots—100 Share Lots 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
Members N. Y. Curb Exchange (Assoc.) 
20 Broad St. New York 




















ODD LOTS 


In listed securities carried on 
conservative margin. 
Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 
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Industrials and Miscellaneous (Continued ) 
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Answers to Inquiries 
(Continued from page 464) 
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$3,144,900 including cash alone of 
$737,841 compared with current lia- 
bilities of $933,313. In addition to be- 
ing a leading manufacturer of both 
wooden and steel wheels for the auto- 
mobile trade, the company also manu- 
factures brake-drums, hubs, wheel 
aligning equipment, and related parts. 
The company lists among its customers 
such leading automobile manufacturers 
as Chrysler, Hupmobile, Hudson, Reo, 
Packard, Auburn, Nash, Buick and 
Oldsmobile. Obviously, with the out- 
look for the automotive industry more 
promising than has been the case for 
some time past, earnings of the subject 
company should continue the improve- 
ment already evidenced. Moreover, 
the company entered the heating busi- 
ness in 1930 through the introduction 
of a line of oil burners, and earnings 
from this source give promise of ex- 
pansion as building activities become 
more normal. All factors considered, 
we do not feel that the concern’s poten- 
tial earning power has been fully dis- 
counted by present prices for the stock, 
and suggest maintenance of your posi- 
tion for further price enhancement. 


SHELL UNION OIL CORP. 


Do you think Shell Union’s plan to buy 
its preferred stock should result in an im- 
provement in the financial position, and in 
the price of the common? What do you 
think of this company’s near-term pros- 
pects? Shall I continue to hold 200 shares 
of the common stock bought at nearly twice 
cant prices?—J. V. S., San Francisco, 
alif, 


Ranking as a leading producer of 
crude oil and gasoline, the Shell Union 
Oil Corp. has further improved its 
competition position in recent years by 
a substantial increase in the number 
of its retail outlets, particularly in the 
eastern section of the country. Natur- 
ally, this expansion program called for 
a substantial cash outlay which was 
largely provided through the sale of 
debenture bonds and preferred stock. 
Although generally unsatisfactory con- 
ditions in the petroleum industry re- 
sulted in rather heavy losses during re- 
cent years, the company’s strong finan- 
ial status permitted it to purchase a 
substantial portion of its bonds at a 
discount. Thus, funded debt was re- 
duced some $35,000,000 from 1929 to 
the close of 1932, and it is understood 

at further purchases for retirement 
were made last year. Despite this 
policy, cash and U. S. Government 
securities stood at $27,553,776 on 
September 30, 1933. Stockholders re- 
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Ne y The public utility system of J 
Standard Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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A Remarkable 


FIVE STOCKS 


Each one of the following five stocks has been advised 
for trading purposes from two to four times since 1932 
—each time at a substantial profit. Three were advised 
also as long pull items. This expanding profit today 
amounts to 274%. The short swing terms average in 
each case equals 72 days and profits averaged 99%. 


No. 1—Recommended by us as an out- 
standing stock for 1933, is now 295% 
above price ‘initially set by us and still 
rising. Three times during this bull mar- 
ket we have recommended it—first 113% 
was realized—second 20%—while on the 
last short swing it was bought within 2 
points of the October low. We look to 
see it double its present price within 
six months. 


No. 2—A railroad stock. Two short 
term recommendations netted—33% to- 
talling 132% net profits on advice given. 
Its latest purchase, advised 26 days be- 
fore “set price’? was reached on Oct. 
17th, results in today’s profit due to 
that timely forecast. We still heartily en- 
dorse this stock for forthcoming benefits. 


No. 8—An aristocrat of New England’s 
proud portfolios. A few years of dif- 
ficulties—then emergence—renaissance 
of earning power. On long pull advice 
in 1932, profits of 274% are now avail- 
able. Four short swing campaigns 
netted 132%. On October 20th the 
second short swing had its inception 2 


Definitely Priced to Buy —Acutely Analyzed, 


In reference to “Index of Gain Power.” 


How Far Cana Rally Go? 


If you knew within 2 points in the price of Steel Common 
when this rally would stop you would obviously be close 
enough to the profit-taking point. In the last 32 moves back 
to 1930 Steel has been used by us as a criterion of forecast 9 
times. In 7 of these instances our accuracy was 95% and better. 


An Accurate Estimate of The Terminus And The Analysis of The Five 
Stocks Are Yours on Request. . . 
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points from the low price “set’’ by us 
Sept 15th. Dividends, history, manage- 
ment, halo, are beyond dispute gratify- 
ing to staid investors while marketwise 
the immediate outlook is perfect. 


No. 4—Just an ‘Item’ for the carefree 
spendthrift and rash speculator. 910% 
profit matured in 8 months on our first 
recommendation—second venture pro- 
duced 44% in 9 weeks. We do not 
specifically advise this listed stock now; 
distinctly it is not an investment— 
nevertheless its analysis is indeed inter- 
esting. Only to inquiries written on 
your own business stationery will this 
analysis be supplied. 


No. 5—Now shows a profit of 367%. 
Its purchase we advised at 12—it is 
now 56. At 12, we labeled this stock 
a real investment, despite the doubt and 
confusion of depression. Its present 
magnificent financial stability and other 
facts are justification of our previous 
recommendation. Quite different from 
No. 4 “Item’’, this stock may be freely 
bought by the investor of moderate girth. 






Merely Write To Desk I, 
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It’s just common 

sense to subscribe 
to The Magazine 
of Wall Street 


Successful investors are the first 
to admit that their success has 
come from knowing when to buy 
—what to buy—to keeping posted 
always... 


Many of them tell us that the 
mass of information available 
through the usual channels is too 
much for them—takes too much 
of their time. They prefer read- 
ing THE MacazINE OF WALL 
STREET regularly. It boils down 
complicated trends and events 
into everyday business English 
they can readily adapt to their 
own individual requirements. It 
saves them the time that would 
be consumed in wading through 
wordy reports, often of a frankly 
propagandistic nature. 


But—we have a staff of experts 
working for them. These experts 
are constantly combing the entire 
field of investments—suggesting 
bargains in high grade, dividend- 
paying stocks and bonds — pre- 
senting their finds tersely and in- 
terestingly. 


New Opportunities for You to 
Profit in the Next Few Months 
In this new era of the stock 
market there are money-making 
opportunities in sight for you. 
Timeliness is the prime requisite 


for making profits during this 
period. A regular understanding 
of trends and authoritative guid- 
ance can be of real value to you 
now. 


Special “Get-Acquainted” Offer 

Take advantage of our special 
“get-acquainted” offer. Be as- 
sured of receiving your copies of 
THE MaGazinE OF WALL STREET 
promptly, regularly, during the 
months just ahead. Every issue 
will contain timely information 
of real money-value to you. 


Mail this coupon—now 


The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your March 3rd issue. 


1) If you would like to have this special 
offer cover eight issues instead of four, 
eheck here and enclose $2.00. 
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cently voted to amend the certificate of 
incorporation which will permit the 
corporation to further reduce its capi- 
talization by purchases of its outstand- 
ing cumulative 5/2 per cent convertible 
preferred for retirement. There are 
400,000 shares of preferred stock out- 
standing, on which dividends have been 
in arrears since July 1, 1931. Obvi- 
ously, open market purchases of these 
shares for retirement will improve the 
position of the common stock and place 
it that much closer to earnings. Al- 
though the company reported a loss of 
$9,568,756 for the nine months ended 
September 30, 1933, it is interesting to 
note that a decided improvement took 
place during the September quarter. 
Net profit in that quarter, while insufh- 
cient to wipe out previous losses, 
amounted to $4,536,631, and was 
equivalent, after allowing for regular 
dividend requirements on the preferred 
stock, to 30 cents a share on the com- 
mon. In view of the improved outlook 
for the petroleum industry, as a whole, 
and the constantly improving status of 
Shell Union Oil common, due to re- 
tirement of senior issues, we see no 
need to disturb your position in the 
shares and counsel their retention on a 
long pull basis. 


CHICAGO PNEUMATIC TOOL 
Co. 


I was fortunate in acquiring -a block of 
Chicago Pneumatic Tool common last year 
at 5. During the “run-up” in prices for 
that stock, I was tempted to liquidate my 
position, but failed to catch the top. I am 
now wondering whether the prospects fer 
the company are sufficiently bright to 
justify adding to my present commitment 
around prevailing quotations—J. M. T., 
New Haven, Conn. 


For the nine months ended Septem- 
ber 30, 1933, the latest statement 
available, Chicago Pneumatic Tool Co. 
reported a loss of $273,976 against a 
deficit of $551,753 in the correspond- 
ing interval of 1932. Results in the 
third quarter of last year were a profit 
of $1,190, which compares favorably 
with a loss of $87,627 in the preceding 
quarter and a deficit of $256,918 in 
the September quarter of the preceding 
year. Admittedly, the third quarter 
report indicates a turn for the better 
in the affairs of the company, but the 
prospect of the common stock partici- 
pating in the future profits of the com- 
pany appears quite distant, particu- 
larly when consideration is given to 
the constantly mounting arrearages on 
the preferred stock. Of course, Chi- 
cago Pneumatic Tool stands to benefit 


| from the Government’s public works 


program, but it is yet too early to an- 
ticipate with any degree of accuracy 
the extent of the benefits accruing to 
the company along these lines. As the 
situation now stands, the common stock 


















must be assigned to the category of a 
speculation, and as such, we are ip. 
clined to let well enough alone by main- 
taining your present position, diverting 
your present surplus funds to other 
channels offering more clearly defined 
prospects. 


SHARP & DOHME, INC. 


As an investor in Sharp & Dohme, | 
would like your opinion of this company. 
Do you think I have anything to fear from 
the proposed drug legislation? Would you 
advise me to hold or sell 100 shares of this 
mig bought at 1354?—A. C. S., Portland, 

re. 


The name “Sharp & Dohme” has 
long been identified in the drug trade 
with high quality merchandise; the 
activities of the company carrying the 
foregoing name until recent years hav- 
ing been more or less concentrated in 
“ethical” products, used primarily by 
physicians and hospitals. Broadening 
its scope of operations, the company 
has entered the antiseptic and tooth- 
paste fields, offering directly to the pub- 
lic these products under the trade-name 
“$T 37." Although the company’s 
old line products still represent the 
major source of income, the recent 
additions to its line give promise of be- 
coming important sources of income as 
time progresses. Reflecting improved 
operating results registered during 
1933, the company was able to com: 
pletely pay off dividend accumulations 
on the $3.50 preferred stock and re- 
sume the regular quarterly rate of 87!/, 
cents a share on the preferred with a 
payment on February 1. Looking 
forward to current year prospects, in 
all likelihood, results for 1934 should 
prove even more favorable, with any 
further general business betterment. It 
is not believed that the proposed drug 
legislation will prove a serious handicap 
to the company. Hence, continued 
representation in the common stock is 
advisable on a speculative basis. 


STANDARD BRANDS, INC. 

I am wondering if Standard Brands 
shouldn’t do better particularly in respect 
to its liquor prospects? I have 100 shares 
of this stock on which I now have about 4 
points profit, and I am undecided whether 
to sell this stock—or shall I continue to 
hold as a speculation?—L. F., Galveston, 
Texas. 


Standard Brands, Inc. reported for 
the calendar year 1933, net income of 
$15,048,795 equal, after preferred 
dividends to $1.15 a share on the no 
par common stock. This compares 
with net of $15,001,491, or $1.14 a 
common share, after preferred divi 
dends, for the preceding year. It is 
interesting to note that for the fourth 
quarter of last year, profits equalled 35 
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cents a share, against 28 cents a share 
in the preceding quarter and for the 
December quarter of 1932. The state- 
ment of the president relative to the 
fourth quarter results, indicated that 
the increase was in reflection of credit 
approximating $1,000,000 arising from 
foreign currency inventory and other 
yearend adjustments. The balance 
sheet dated December 31, 1933, was 
entirely satisfactory. Cash and Gov- 
emment securities alone stood at 
$18,581,071, against total current 
abilities of only $5,284,408, while 
total current assets amounted to $39,- 
923,322 as of the above date. Obviously, 
the foregoing report gives little indica- 
tion of the benefits accruing to the com- 
pny by virtue of its representation in 
the liquor industry. The record of 
Sandard brands throughout the depres- 
son has revealed remarkable stability of 
arming power, a factor that augurs 
well for the future. Furthermore, 
while admittedly, the company doubt- 
kss will be confronted with increas- 
ingly keen competition, its strong trade 
wsition in the liquor industry should 
te reflected in added income from that 
wurce. Hence, the shares would ap- 
pear to be reasonably valued at pre- 
wailing quotations, and we see little 
need for disturbing your present posi- 
tion. 








crop Curtailment and Money 
Changes Presage New 
Levels for Cotton 


(Continued from page 445) 








000; in Great Britain, 49,001,000; in 
Germany, 9,850,000; France, 10,144,- 
000; Russia, 9,200,000; Italy, 5,334,- 
000; with 14,480,000 in the other coun- 
ties of the Continent. India has 
9,506,000; Japan, 8,209,000; China, 
4,585,000; other countries in both 
hemispheres bring the world total up 
to about 158,000,000 spindles, using 
bout 12 billion pounds of cotton per 
mum. It is this universal activity 
tht makes the cotton market, both in 
pots and futures, so active and so 
“nsitive in the constant endeavor to 
interpret all market factors, industrial 
movements and weather conditions in 
terms of cotton prices. Each of these 
consuming spindles is carefully study- 
ing all of these and countless other 
phases of supply and demand all of 
which go to make the price of cotton. 
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For Features to Appear 
In the Next Issue 
See Page 427 
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Large Profits Are Possible If You Buy 
This Bargain Stock At the Right Time 


We have discovered a stock which should soon benefit sub- 
stantially from better times and should also sell at much 


higher prices in the near future. This issue, which is very 
reasonable in price, is within the reach of all investors. 
Simply fill out the coupon below and the name of this bar- 
gain stock will be sent to you absolutely free. 


Every investor now wonders if he should hold his stocks for still higher 
prices, or sell now in anticipation of a sharp break to substantially lower 
levels. 


Admittedly this is an important question. To know the correct answer is 
to possess information worth thousands of dollars. Many so-called ex- 
perts do not commit themselves on this question because they do not 
know the answer. They hem and hedge—tell you to hold for the “long 
pull.” But that kind of advice does not satisfy intelligent men and 
women. 


Simply send us your name and address and we will give you our answer 
to this question in a straightforward manner. Our views of the future 
may prove to be wrong, but our advice has been practically 100% accur- 
ate during the past year. At least, it costs nothing to obtain copies of our 
current Stock Market bulletins. 


Why This Stock Is An Attractive Speculation 


While the bargain stock mentioned above is a well-seasoned issue 
listed on the New York Stock Exchange, it is very reasonably priced. 
In fact, its price, in our opinion, is only a fraction of its prospective 
value—and ‘a price which may never again be seen. 

The company is one of the best situated units in a long-established and 
fundamental industry. It is in excellent position to profit from im- 
proving business conditions. Both its near and long term prospects 
are preponderantly favorable. 

Just to give you an idea of the profit possibilities, if this stock is now 
bought OUTRIGHT—not on a margin—and held only until 1931 
prices are reached, your profit will be over 150%. When 1930 prices 
are touched, your profit will be 250%. Best of all, there is much to 
encourage the belief that 1930 prices will be duplicated. 


The name of this bargain stock will be sent to you absolutely free, pro- 

vided only that you have not previously written to us for similar informa- 

tion. Also an interesting little book, “MAKING MONEY IN 

STOCKS.” No charge—no obligation. Just address: INVESTORS 

Sr eF BUREAU, INC., DIV. 513, CHIMES BLDG., SYRA- 
a, &. ¥. 


SIMPLY FILL OUT THE COUPON BELOW 


Investors Research Bureau, Inc. 


| Div. 513, Chimes Bldg., Syracuse, N. Y. | 
{ Send me the name of the bargain stock which should be 
brought for substantial profit. Also a copy of “MAKING 
| MONEY IN STOCKS.” This does not obligate me in any way. | 
| IN oh Neg Sse ae di ale wet o cies bd Sp ea Wibiaed Slo aie gc Mote e wineiele nia wa wiser tiene | 
| a5 aoa 08S ed nari Carag Gia wpm g Dal Sin Welw SE ROO EM GSU ciee cae aaa oat | 
| I oe ion a Sa So perce neneeies cae tsa c aes ean eocepne Di r-c:pilealvolememmaiee | 
| Kindly PRINT name and address PLAINLY | 














Gold and Silver.. and Clothes! 


Standards of exchange 
and standards of per- 
sonal appearance. Both 
of importance to man. 
And to men who make 
the money-market of the 
world . . . their stand- 
ard of appearance is es- 
pecially important. 

It’s not only that they 
can afford the best. They, 
and you, know that you 
can not afford to appear 
anything less than you 
are—and clothes do make 
a big difference. 

As custom-tailors to 
many men of Wall 
Street, many bankers 
and brokers—we cor- 
dially invite you to also 
join the ranks of well 


dressed gentlemen who 
prefer the tailoring of 
Shotland and Shotland. 


Bryant 9-7495 
Shuatlawd & Shutlaw 


hi {ott 
[574 FIFTH AVENUE Gea Sten) NEW YORK City | 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness heuses adv in this issue, They 
will be sent free upon request, direct from 
the iss houses. Please ask for them by 
number. = readers to take full 
advan! of service. Keep 


Posted —— ——se 
90 Broad Street, New York, N. Y. 


“ODD LOT TRADING’’ 
John Muir & Oo., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 
PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house is issuing a booklet de- 
scribing a method by which listed securi- 
ties may be pur ed on monthly in- 
stallments in odd lots or full lots. (818) 
ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898 ) 
“HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH— 
THROUGH TRADING’’ 
Is the title of an interesting article by 
E. B. Harmon of A. W. Wetsel Advisory 
Service, sent upon request. (936) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 


Springs & Co., have prepared a folder 
explaining margin uirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 
MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upen request. (953) 
MONTHLY STOCK RECORD 
Dunscombe & Oo., offer 180-page booklet 
containing statistics on securities listed 
on all neipal stock exchanges. Oopy 
sent upon request. (959) 
**‘STOCK EXCHANGE SERVICE FOR THE 
SMALL INVESTOR’’ 


This booklet published by M. C. Bou- 
vier & Oo., will be sent upon request. 
(908) 

TILLMAN SURVEY WEEKLY BULLETIN 
Current issue of the Tillman Survey 
Weekly Bulletin forecasting stock market 
trend of common stocks may be had by 
responsible parties. (970) 

MARKET ACTION 


Buying and selling recommendations are 
aves in a weekly bulletin. Follow-up 
iscussions on each commitment assure 
complete transactions. (972) 
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The Crucial Year for the 
New Deal 


(Continued from page 436) 








men can be absorbed in large part. 

Overshadowing now all other inci- 
dence of Government on business is 
the recent approach to stabilization of 
the dollar, through revaluation of the 
gold dollar at 59.06 cents and the adop- 
tion of a hybrid gold standard. Cutting 
the gold content of the dollar by 41 
per cent would seem to imply an ulti- 
mate increase in price levels, if historic 
precedent has any value, but the change 
may be slow and never in complete 
proportion. 


The Reflation of Confidence 


The injection of stability and finality 
into the dollar factor in business is of 
more immediate importance than the 
possibility of inflation of prices. The 
rush of expatriated dollars to return to 
the homeland is probably a forerunner 
of energization of money, of an active 
desire to use money. The very act of 
returning signifies confidence—and con- 
fidence must come before courageous 
investment and business venture. Con- 
fidence, investment and venture will 
take prices up the ladder without help 
from a pneumatic jack. But the short 
dollar is certain to have a seismic up- 
lift effect on prices once merchant re- 
straints are released. We'll need brakes 
more than power before the dog 
days. 

If the new effort on a big scale to 
raise international prices by devaluat- 
ing the dollar and keeping it down to 
the devaluation point is not followed 
by a rise in domestic price levels, we 
may expect governmental efforts to give 
things another shove by means of credit 
inflation. 

The profit arising from a devalua- 
tion gives the Government a tremen- 
dous leverage on credit potentiality, 
quite independent of Federal Reserve 
control. This inflation implement 
may work. It has been amply 
demonstrated ‘that an abundance of 
credit does not mean that it will be 
used; something has to start business 
turning before it will consume much 
working capital. -Sometime it speeds 
up merely to flee from cheap money. 
Perhaps what the Government is doing 
directly and indirectly by its lavish 
spending, plus the encouraging effect 
of an approximation of a return to gold 
standard dependability may be the 
starter. If so, the question will arise 
as to whether to “step on it” by an 
artificial inflation of credit use, or 





whether to let business pump in its 
own credit gas as it needs it. 


In the opinion of the writer there 
will be some “stepping on it” at the 
first sign of the probability of the 
engine taking more gas, both to quiet 
the clamor for printing press or silver 
inflation of the currency and for the 
sake of more speed. 

Some of that gold profit is going to 
get out in the shape of additional for- 
mal money. It will not be enough to 
constitute inflation in the sense of fear. 
fully contracting purchasing power of 
the dollar, but it may well be enough 
to start checks rustling through the 
clearing houses in growing number and 
increasing velocity. 

The New Deal has had more than 
its share of the breaks heretofore, and 
the prediction is made that it will get 
the big break of buoyant business re- 
vival this year. And thereafter, for 
years on end, the big debate will be 
on the question of whether it was a 
break or an achievement. 








As I See It 
(Continued from page 431) 








1,286 applications had been received. 
The majority wanted personal loans, 
mortgage loans or other capital loans— 
loans that any capable bank examiner 
would view with dismay. Only 14 
loans were granted and these were gen- 
erous—so generous that two of the 
borrowers have since gone into receiv 
ership. More recently a similar inves: 
tigation was made in New York City 
under the auspices of N R A. De 
spite widespread publicity for this ef- 
fort to obtain credit for hard-pressed 
business men, only 137 applications 
were received—and 117 of the appli- 
cants wanted capital. The N R A com: 
mittee obtained loans for four borrow’ 
ers. 

What, then, are we striving for? 
If we seek sound expansion of business 
credit, that credit can be had for the 
asking. If, on the other hand, we are 
trying to blow up another speculative 
bubble—we should at least recognize 
what we are doing. It is one thing to 
criticize the many failings of the old 
order; another, to assume that the rem: 
edy for most of our. economic ills lies 
in hot-house credit inflation under the 
guiding hand of government. Bankers 
are human beings, fallible in judgment 
—but so are politicians. For the cus 
tody of our accumulated savings, bank 
ers are responsible to their stockholders 
and depositors, as well as to an abund: 
ance of safeguarding legislation; while 
politicians are responsible only to mass 
opinion, as skillfully mobilized in 2 
majority vote. In whose hands are we 
safest? 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Can Air Transport Be Prof- 
itable Without Subsidy? 


(Continued from page 441) 








Cali 


There you have the reason why the 
air lines show red on their balance 
sheets; and it is a situation which must 
continue until the Government sees 
the light and acts otherwise. 

Last fall the National Industrial Re- 
covery Administration put into effect 
the air transport code providing for a 
20 per cent increase in the payrolls on 
all lines. 

The new deal has been in operation 
nearly a year; and the only news from 
the Post Office Department regarding 
air mail has been a press dispatch early 
this month that the Postmaster Gen- 
eral is seriously considering canceling 
some air mail contracts. 

The Senate Committee investigation 
has developed a very important fact; 
it is that the non-mail operators want 
contracts and they are willing, and 
eager, to bid low enough to get them if 
that becomes a policy of the Depart- 
ment. The law as it stands really 
authorizes the Postmaster General to 
use his own judgment as to responsible 
operators when considering bids. 

One of the greatest mistakes made by 
the former Administration was increas- 
ing the air mail postage rate; and it has 
been continued by the new deal Ad- 
ministration for nearly a year. Many 
Congressmen are familiar with the 
needs of the public concerning air 
transportation; and numerous plans 
have been put forth contemplating a 
change in the postage rates and a re- 
vision of the method of awarding con- 
tracts. Almost any plan would be bet- 
ter than the present system, so long as 
it did not let contracts solely on the 
basis of low bidding, and provided that 

€ restrictions on air mail were re- 
moved, 

One proposal which has met with 
general favor is for three classes of air 
mail, a 5-cent straight letter, a 3-cent 
ar lettergram, with sheet and envelope 
combined in one, and a 2-cent air post- 
card. It is stated on good authority 
that such rates, with a normal increase 
in schedules, soon would eliminate the 
deficit on air mail payments and in 
two or three years the Post Office De- 
partment would be deriving a growing 
Profit from air mail operations. At 
the same time the lines would make 
money on their contracts, while devel- 
oping their passenger and express busi- 
hess to a point where it too would be 
Profitable. 

_ Pca ys is taken, the 
resent eficient and healthy system of 
lines will begin to halt in its rapid 
stride; and the survivors will remain, 
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not real transportation systems but 
simply once a day operators, waiting 
for a load of passengers and express 
that can be flown without loss to them- 
selves and their shareholders. If any- 
thing in the United States needs a new 
deal, it is air transport; and it must re- 
main more or less of a losing proposi- 
tion until that deal provides for mutu- 
ally profitable relations between the 
Government and the operators. 








Today in Washington 
(Continued from page 439) 








Advertising agencies give the plan their 
unqualified indorsement. Trade asso- 
ciation executives are fascinated by the 
idea of what is virtually a tax for 
financing a prosperity propaganda. 


WHILE the codes are thinking of 

boosting production the A A A 
continues to seek prosperity by cur- 
tailing production. The annual pork 
reproduction is to be reduced by one- 
fifth. And the public will proceed to 
reduce its pork consumption in the 
same proportion. At the same time 
the Consumers’ Board of the NR A 
is working over time to keep prices 
down. 

As a taxpayer it will cost you $3 
this year for the new hog birth- 
control measure and a correspond- 
ing reduction in the corn crop. 


S O, dear reader, the Government at 

Washington is not yet divine. It is 
just “cutting and trying.” This will be 
known in history as the age of colossal 
experimentation in economics. If for- 
tune favors, the New Deal will be 
glorified; if it doesn’t it will be ana- 
thema. I am betting on the glorifica- 
tion. 








IN THE NEXT ISSUE 


New Trends in Government 
Fascism—Sovietism—Hilterism— 


Which Type Are We 
Headed For? 


By Dr. Max WINKLER 











"When to Sell 
—and Why" 


— may soon become a more 
serious problem than the sim- 
ple question of “What to 
buy?” 


More serious because it has to do with the vital 
question of conserving capital and profits—guard- 
ing against serious loss, while retaining reasonable 
additional profit possibilities. This takes skill. 
A temporary profit may be made by anyone—a 
student or a gambler. But making and retaining 
profits over the years requires knowledge and 
constant vigilance. 


Cause of Losses 


Such knowledge enables one to substitute dynamic 
and truly conservative methods for the complacent, 
incompetent tactics which have been the chief 
cause of most people’s losses—the difference be- 
tween retrogression and progression, losses and 
profits. 


And foremost among the fallacies that have 
caused losses is the feverish search for some one 
stock which is supposed to have greater possibili- 
ties than all other stocks—for which it is claimed 
that all you have to do is buy it and forget it. 


A Better Way 


Wetsel Service has successfully given investors 
advantages they have needed from the time of the 
“break” of October, 1929, through the long bear 
market and reaching into the profit-making swings 
of 1932, of 1933 and the present movement. No 
claim has ever been made of special inside knowl- 
edge which would indicate vast superiority of one 
stock over another—for the simple reason that we 
feel quite confident that no one possesses such 
information. A 


However, our clients can rest assured they will be 
placed in GOOD, SOUND securities, listed on 
the New York Stock Exchange, and will receive 
the benefit of authoritative technical market 
knowledge—will be advised WHEN to buy and 
SELL—in a manner that gives them the advan- 
tage of the great profit-making principle—the law 
of turnover. 


Send for Free Booklet 


How safety and appreciation are combined as a 
result of the Wetsel philosophy of investing is 
explained in an interesting 5,436 word pea 
This discussion “How to Protect Your Capital and 
Accelerate its Growth” has changed many a per- 
son’s ideas regarding investing from haphazard 
bag-of-chance muddling, to clear, rational under- 
standing of the so-called “mysteries” of market 
action. 


Send for it by filling in the coupon 
below. No obligation. 
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Sophisticated 
Michigan Ave 


at Your Door 


...and the ebb and 
flow that marks 
Chicago$ Loop just 
a few steps away. 


The Auditorium Ho- 
tel has just been 
fully modernized 
at a cost of over 
$100,000.99 


RATES 
$3.00 .... Single 
$5.00 ... Double 

with Bath 








Send for illustrated folder. 
ARTHUR J. NEWMAN, Manager 


UDITORIUM HOTEL 


CHICAGO 











AUTOMATIC 
GARAGE 
NEW YORK 
The last word in con- 
venience and safety 
for your car... oc- 
, cupies its own particu- 
lar compartment .. . 
offers every opportu- 
nity for storage by the 
hour, the day, the 
month .. . with or 
without service. 
Rates $15.00 monthly 
and upwards ... Ex- 
pert repairs on all 
makes of cars. 


KENT GRAND CENTRAL 
44th St. Near Third Ave. 
Tel. Murray Hill 2-0460 
Your Car Is Never Touched by Human Hands 
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1934 
Price Range 


Name and Dividend High Low Price 
Alum. Co. of Amer 70 16% 
Amer. Cit. P. & L. B. (.15).. 4% 1% 3% 
Amer. Cyanamid B (.25).... 165% 19% 
Amer. & For. Pr. war....... 5% 8% 
Amer. Gas & Elec. (1)...... 185, 32% 
Amer. Lt. & Tr. (1.60) 1034 18% 
Amer. Superpower 24% 4% 
Assoc. Gas Elec. “A”’....... % 1% 

4% 6% 
Cities Service.............. 13% 8% 
Cities Service Pfd.......... 26% 114% 22% 
Colum, G. & E. cv. Pfd. (5). 103 68 1004 
Commonwealth Edison (4).. 6134 3414 658 
Consol. Gas Balt. (8.60)..... 65 53 63 
Cord Corp. (.10) 85% 6% 1% 
Elec. Bond & Share (6% stk.) 2844 10% 21% 
Elec. Bond & Share Pfd. (6). 60 31 54 
Elec. Pr. Assoc. (.40) 4 1% 


Recent 





IMPORTANT ISSUES 


Quotations as of Recent Date 


1934 
Price Range 
—————. Recent 
Name and Dividend High Low Price 

Ford Motor, Ltd 6% 6% 6% 
General Aviation 5% 1% 
Great A. & P. Tea N.-V. (7) .150 122 145 
Gulf Oil of Pa 584% 172 
Hudson Bay M. & S 834 
Humble Oil (2) 3344 
Inter. Petrol. (1.12) 19% 
Nat. Bellas Hess 2 
Nat. P. & L. Pfd. (6) 35% 
Niagara Hudson Pwr 4% 
Penroad Corp.............. 2% 
St. Regis Paper 2% 
Salt Creek Pr. Assn. (.80)... 534 
Standard Oil of Ind. (1).... 31% 
Swift & Co. (.50) 13% 
Swift Int’l (2) 2334 
United Founders 1%, 
United Gas Corp 1% 
United Lt. & Pow. A........ 3 23% 





NDER the legislation now pend- 
| ing in Congress, the New York 

Curb Exchange, like all other 
security exchanges, will be brought un- 
der Federal regulation. This impend- 
ing major change in the status of the 
Curb market, although it is not ex- 
pected to take effect for some months, 
will necessarily from now on influence 
the movement of stocks traded thereon. 
At this writing, the drastic restrictions 
of the proposed control legislation have 
brought about a reactionary trend of 
prices. 

Considering the severity of the sug- 
gested control measures, market reac- 
tion thus far has been surprisingly 
moderate. The effect of secondary sell- 
ing, however, remains to be felt. While 
the Congressional proposals are more 
stringent than had been expected, it is 
possible that they will be modified be- 
fore being enacted into law. On the 
favorable side also is the stated purpose 
of not making the Federal control oper- 
ative until October 1, 1934. This 
would give the market ample time for 
orderly adjustment to the new require- 
ments. 

In short, there appears to be no occa- 
sion for hasty liquidation of margin 
accounts to bring them into conform- 
ity with the 60-per-cent minimum mar- 
gin requirement ultimately to be im- 
posed. Similarly, such pools as are 
now in existence will have ample time 
to liquidate before their operations are 
outlawed. 

It remains to be seen whether the 





advance in the market which began in 


mid-January can be renewed. There 
is time for another speculative spree 
before next October. On the other 
hand, the certainty of Federal regula- 
tion can scarcely fail to cast at least 
some shadow before it. Fundamental: 
ly, values will always make prices. The 
business picture is relatively bright and 
corporate earnings are in a rising trend. 
Under the slow compulsion of dollar 
re-valuation, commodity prices are ris 
ing. Even facing the certainty of fu 
ture margin requirements more than 
double those now required, the eco- 
nomic setting is one inviting specula- 
tion. Moreover, ultimate inflation 
fears have not completely disappeared 
and will not disappear until emergency 
Federal spending ends and the Fed- 
eral budget is balanced. In neither the 
business situation nor the monetary out- 
look is there reason for substantial in- 
vestment liquidation. 

The present weakness of aviation se 
curities ranks second to prospective 
Federal regulation in speculative inter 
est. Obviously, cancellation of all air 
mail contracts is seriously adverse to 
the interests of all aviation companies 
which have had such contracts. Yet 
many aviation shares having no rela’ 
tion to mail contracts have been in- 
discriminatingly sold in recent ses 
sions. Any renewal of the general 
market advance would probably find 
such issues rebounding, although as a 
class they are highly speculative an 
substantial earning power for most 1s 
remote. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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New Control Brightens Oil 
Outlook 


(Continued from page 443) 
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not yet settled. “Hot” oil—oil moved 


in violation both of Texas law and of 
N R A—is still an adverse market in- 
fuence of considerable importance, 
even though its volume has been cur- 
tailed. 

Over production control the part 
played by the Government is a double 
one. It has no direct authority over 
the states but it does possess, and is 
now exercising, authority to control 
shipments of oil in interstate com- 
merce. Under N R A, moreover, it 
has authority—not yet tested out by 
the Supreme Court—to allocate the 
production of individuals, regardless of 
state lines. In pursuance of this 
double authority, Federal agents are 
now being extensively used in investi- 
gation and enforcement and Washing- 
ton sets the “allowable” production for 
the states. 

On a basis of sheer legal compulsion, 

the task would be extremely difficult, 
if not impossible. On the present 
basis of a limited amount of policing. 
plus co-operation from the great bulk 
of the industry, the problem appears 
capable of solution—to the inestimable 
benefit of the industry. 
_The remedy, of course, is not a per- 
fect one. It is a peculiar anomaly, at 
atime when outworn economic princi- 
ples are being questioned and scrapped, 
that oil production remains in the 
extravagant and wasteful grip of a 
basic law formulated before oil itself 
became a commodity of major impor- 
tance. According to this “law of cap- 
ture,” oil in unlimited amounts belongs 
to any and all owners of the surface 
land under which it lies. 

In a typical oil field someone drills 
well No. 1, at a cost, let us say, of 
$40,000. To prevent this well from 
draining all of the oil, the adjoining 
Propertyrowner or leaseholder drills 
well No. 2. And so it goes, until 
ive or six wells have been sunk, at an 
aggregate cost, let us say, of $200,000. 

ere we have an economic monstrosity, 
manmade and not inherent in nature. 
It need hardly be said that the differ- 
ence between a cost of $40,000 and a 
cost of $200,000 in producing a given 
quantity of oil represents profligate 
waste. If the oil could be apportioned 
on a fair pro rata basis among the sur- 
‘ace owners, the profits of the industry 
would be greatly increased and the cost 
of refined products to the public would 
he substantially lowered. 

he point is strikingly proven by 
ie contrast in production costs be- 
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tween fields developed in an orderly 
manner and similar fields in which 
competitive development has been 
marked by unnecessary drilling and 
waste of gas pressure. In five fields 
falling in the first category, production 
costs per barrelvare estimated to range 
from a low of 11.5 cents to a high of 
24.3 cents. In five fields falling in the 
second category, costs are estimated to 
run from a low of 37.5 cents to a high 
of 89.9 cents. 

The American Bar Association and 
various others have tackled this prob- 
lem, without apparent result. The 
writer does not profess to know why 
so absurd an anachronism has been per- 
mitted to exist. If the existing law on 
the subject is faulty, it would seem the 
time has come to change the law. 
Surely a reform so clearly in the public 
interest must lie within the authority 
of government to bring about in one 
way or another. It would vastly sim- 
plify the problem of control. 








Is the Federal Reserve 
System Passing? 
(Continued from page 437) 








by the President, subject to the ap- 
proval of Congress and divorced as 
much as possible from both political 
and business interests, he holds that 
the Federal Reserve System and 
its member banks should retain the 
field of “legitimate commercial bank- 
ing in which only private initia- 
tive can function satisfactorily.” Other 
advocates of a central bank go much 
further and demand that it should have 
close control over commercial banking 
credit, as well as over Government 
credit and currency expansion or con- 
traction. 

Under either such change, control 
of Government credit would be con- 
trol of open market operations, hence 
control of expansion or contraction in 
excess bank reserves, hence control of 
expansion or contraction of commercial 
banking credit. The credit boom 
which collapsed in 1929, and which 
had involved an expansion of banking 
credit by $14,500,000,000 between 
1922 and 1928, was founded on an 
expansion of $600,000,000 in excess 
reserves. Recently such excess reserves 
have been approximately $900,000,000 
and they could be raised to approxi- 
mately $5,000,000,000 under the Gold 
Reserve Act of 1934. 

The mood of the public and of busi- 
ness and of bankers was such in the 
boom that the available credit mechan- 
ism was utilized until it blew the coun- 
try to pieces. The capacity of the ex- 
cess reserves mechanism existing today 





20 STOCKS 
WITH BIG 
PROFITS 
AHEAD 


On Page 3 of the current issue of 
“Market Action” you will see a list 
of a score of stocks. 

These stocks were selected from 
the entire list of N. Y. Stock Ex- 
change issues because they offer 
better - than - average opportunities 
for profits ... not six months from 
now ... but immediately! ; 

The stock market picture is con- 
stantly changing. Issues that show 
the biggest gains one week usually 
slow up and allow a new group to 
lead the way. The man who picks 
the fast movers naturally gets the 
biggest profits. 

Are all stock bargains at present 
prices? No! In fact... as the 
market advances, it becomes more 
and more difficult to pick the 
RIGHT STOCKS. 


What Traders Like— 


Each week, “Market Action” re- 
views the market of the past week; 
forecasts the probable future trend 
of the market during the coming 
week; and, in clear-cut, understand- 
able language, tells you what stocks 
to buy, and what prices to pay. 

At no time are you left hanging 
in mid-air! Each recommendation 
is followed up weekly and you are 
always told when to sell. 


We Caught the “Break’’ 


July 10, 1933— E 

“We expect a major reaction to begin 
either Saturday or Monday. It should 
eventually carry prices down to about the 
September top of 81.39. (The Dow-Jones 
Average declined to 82.20 on Oct. 21st). 


We Caught the “Rise’”’ 


Oct. 21, 1933— 

“It ts such a major reaction as this which 
affords the real buying opportunities in a 
bull market.” (Up to Feb. Sth when this 
advertisement was written, the Dow-Jones 
Average had advanced from 82.20 to 111.93, 
a gain of almost 30 points!) Out of 119 
tr i r ded since Oct. 15th, 
114 were completed with profits. 


Don’t Miss This Market! 
Our FREE Offer— 


We will send you, upon receipt of 
the coupon below, the current issue 
of “Market Action,” containing a 
score or more stocks for immediate 
profit. Judge its value for yourself! 


Wetsel Market Bureau, Inc. 
603W Empire State Bldg., New York City 


Without cost or obligation, please send 

me the current issue of ‘‘Market Ac- 

tion’’ containing: 

1. Summary of events of the past week 
affecting the market; 

2. Forecast of the price trend during the 
coming week; 

3. A score or more recommendations on 
specific at specific prices; 

4. One or more charts illustrating vital 
price movements. 
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So You’re Going Away! 


If you are to travel this year, as who is not these days, plan your voyage, jour- 
ney or cruise now. Let us help you glean the very essence of enjoyment from your 
trip. Our Travel Department, headed by a once restless globe hurdler, will gladly 
place his experience at your command. Write us for the travel information you wish. 


WORLD CRUISES 


PRESIDENT GARFIELD, 109 days (20 ports) 
PRESIDENT POLK, 109 days (20 ports) 


EUROPE, ASIA, AFRICA, GREECE 


EXETER, 43 days 
AQUIT. 83 days (10 ports) 
Vv ANIA, 40 days (11 ports) 


WEST INDIES CRUISES AND SOUTH AMERICA 


DUCHESS OF BEDFORD, 28 days (13 ports) 
BORINQUEN, 11 days 


on 17 days 

NERISSA, 23 days (12 ports) 
VERAGUA, 17 days (4 ports) 

Cc , 18 days (5 ports) 
GEORGIC, 18 days (7 ports) 
ROTTERDAM, 15 days (5 ports) 
KUNGSHOLM, 18 days (9 ports) 
MAURETANIA, 12 days (5,300 
RELIANCE, 19 days (9 ports) 


NASSAU, HAVANA, BERMUDA CRUISES 


Prtay! OF BERMUDA, 5 days (2 ports) 
AMARIA, 11 days (3 ports) 

PAN AMERICA, 12 days 

MORRO CASTLE, 9 days 





Perhaps your urge to wander suggests some of the following forms of winter vacationing. 
If you will check what interests you and mail the list to the Travel Department, we will supply 


the information. 
(1) Economy Trip to Europe 
(1 Voyage to Norway 
C) Voyage to Sweden 
() Voyage to South America 
() Journey to Quebec 


0 Cruise to South Seas 

© California by Boat and Rail 
(1) Voyage—China, Japan, India 
() European Motor Tour 

0 South America by Air 





The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


Gentlemen: 


Please send me, without charge or obligation, information as checked above. 
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is far greater. Whether it will be util. 
ized depends, again, upon the mood of 
the public, of business men and of 
bankers. This is question No. |, 
Whether, if a credit boom threatens, it 
will be wisely controlled by the Goy. 
ernment is question No. 2. ~ 

No one denies that the government 
of any country has sovereign power 
over the currency. Nevertheless, world 
experience has convincingly demon: 
strated the wisdom of delegating the 
actual exercise of this power to private 
banking authority, divorced as far as 
possible from active politics. What 
ever the legal formality, government 
also has the sovereign power to control 
banking credit, but throughout the past 
this power likewise has been wisely 
delegated to private banking authority, 

The Bank of England is frequently 
cited as the outstanding example of a 
well-managed central bank. It is a 
private institution, autonomous in 
theory and by tradition divorced from 
politics. In practice, however, it has 
always co-operated closely with the 
British Government. It need hardly 
be said that it would not venture either 
currency or credit policies opposed by 
the British Government. 

In this country, dissatisfied with the 
bad times of the depression, we stand 
in danger of mistakenly assuming that 
any evil, however complicated, can be 
eradicated by passing a law or by tak- 
ing control from the hands of one set 
of men and placing it in the hands of 
another group of equally mortal men. 
It is not law that makes the Bank of 
England what it is, but long years of 
experience and sound tradition. 

Successful credit control is a difi- 
cult matter, requiring experience and 
judgment. Moreover, even these quali- 
ties are useless unless they can be exer’ 
cised in resolute disregard for either 
political pressure or public clamor. 

The cold fact is that the disastrous 
credit policy followed in this country 
during the boom was, in the main, the 
policy of the Government then in 
power, for the Reserve System, autono 
mous in theory, was not beyond its 
influence. The judgment of that Gov 
ernment was no whit sounder than that 
of the much-criticized bankers.~ 

In the final analysis, whether by 
further legal change in the present 
status of the Reserve System or by 
pressure of public opinion mob 
behind the Administration, the control 
of credit for an indefinite time will be 
what Mr. Roosevelt chooses to make it. 

The one thing that we all know for 
sure is that every credit boom ends in 
an explosion. Whether Mr. Roosevelt 
will prove both wiser and more reso 
lute than this predecessors, when an 
if the desired credit inflation takes hold 
on the public fancy, remains for 
future to reveal. 
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ties), has a widening field before it with 
the increasing use of electricity. The 
ammonia division should radically in- 
crease Operations with the advancement 
of air-conditioning and cooling appa- 
Tatus, 
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Dividends and Interest 








IMPERIAL OIL LIMITED 
DIVIDEND. 


Notice to Shareholders and the Holders 
. of Share Warrants. 


NOTICE is hereby given that a dividend of 
twelve and one-half cents (12%c) Canadian 
Currency per share has been declared, and 
that the same will be payable on or after the 
1st day of March, 1934, in respect to the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon presentation 
- delivery of Coupons No. 40 at any Branch 
of: 


THE ROYAL BANK OF CANADA, in Canada. 


The payment to Shareholders of record at 
the close of business on the 9th day of Febru- 
ary, 1934, and whose shares are represented 
by registered Certificates of the 1929 issue, 
will be made by cheque, mailed from the offices 
< — Company on the 28th day of February, 
1934. 


The transfer books will be closed from the 
9th day of February to the 3rd day of March. 
1934, inclusive, and no Bearer Share Warrants 
will be ‘‘split’’ during that period. 


The Income War Tax Act of the Dominion 
of Canada having been amended, effective 
April 1, 1938, to provide that a tax of 5% shall 
be imposed and deducted at the source on all 
dividends payable by Canadian debtors to non- 
residents of Canada the above mentioned tax 
will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of non- 
resident shareholders. Ownership Certificates 
will be required by the paying Bankers in re- 
spect of all dividend coupons presented for pay- 
ment by residents of Canada. 


Stockholders resident in the United States 
are advised that a credit for the 5% Oanadian 
tax withheld at source is allowable against 
the tax shown on their United States Federal 
income tax return. If it is desired to claim 
such credit on the return the United States 
tax authorities require the receipt or certificate 
of the Canadian Commissioner of Income Tax 
for such payment. In order for the taxpayer 
to secure such proof from the Canadian Com- 
missioner it is necessary for the United States 
stockholder to submit, at the time of cashing 
his dividend coupon, an ownership certificate 
on Canadian form #601. Only in this way can 
the Canadian Commissioner identify the with- 
held Canadian tax with the specific recipient 
of the dividend in order to furnish the neces- 
sary individual receipt. If Forms #601 are not 
available at local United States banks, they 
can be secured by requesting the same from the 
Company’s office or at any branch of The 
Royal Bank of Canada, in Canada. 


IMPORTANT NOTICE 


NOTICE is hereby given that on and after 
the first day of March, 1934, new Coupon 
Sheets will be issued to the holders of Bearer 
Share Warrants of this Company, upon sur- 
render of the NUMBERED TALON attached 
to the bottom of the Share Warrant. This 
Talon should be detached from the Share War- 
rant Certificate, and forwarded by registered 
mail, insured, to the Office of the Secretary, 
56 Church Street, Toronto. Ontario. 


At the earliest date possible after the receipt 
of this Talon, new Coupon Sheets bearing the 
same Serial Number as the Certificate from 
which the Talon is detached, will be returned 
in exchange therefor. 

BY ORDER OF THE BOARD. 
F, E. Holbrook, 
Secretary. 


56 Church Street, 
Toronto, Ont. 











To Presidents:— 


Create Investor Confidence 
by Advertising 
the Fact that 
You Pay Dividends Regularly! 

















A 
BINDER 


for your 
copies of 


THE MAGAZINE 


OF 


W ALL STREET 


This binder will— 


—Look well on your office table 
or in your home library. Its 
covers are made of stiff gen- 
uine binder board covered with 
durable dark brown imitation 
leather — washable, scuff-proof 
and attractive. THE MAGAZINE 
or WALL Srreet is stamped in 
gold on the front and backbone. 
With its ingenious construction 
for holding magazines in place, 
it has the feel and appearance 
of a bound volume. 


—Give you a six months’ file 
because it holds thirteen copies 
—a complete volume. A cumu- 
lative index appears semi-an- 
nually in our Magazine, making 
it possible to keep your volumes 
complete as a permanent file. 


—Enable you to insert your copies 
singly or all at once without 
punching or marring them in 
any way. A copy can be re- 
moved and replaced easily in a 


moment’s time. 


—Permit you to refer instantly 
to facts, statistics and articles 


without 
magazines. 


removing 
An occasional re- 


individual 


view of past issues of THE 
MAGAZINE OF WALL STREET 
will give you invaluable trad- 
ing and investment information. 


One binder (for holding 6 
months’ file—13 copies).. $2.50 


Two binders (for holding a 
full year’s file—26 copies) $4.50 


Feb. 17 


The MAGAZINE OF WALL STREET 


90 Broad Street, New York, N. Y. 


Enclosed is $........ 


Please mail me 


postpaid........ binders, each to hold 
six months’ copies of THE MAGAZINE 


OF WALL STREET. 


— 
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MARKET 


N. Y. Times 
40 Bonds 


Friday, February 2............. 
Saturday, February 8........... 


STATISTICS 


N. Y. Times 
Dow, Jones Avgs. 50 Stocks 

30 Indus. 20 Rails Hig! 
107.90 49.03 
108.99 50.55 
107.22 
108.95 
108.31 
109.41 
110.74 
110.24 
107.96 
108.45 
106.09 


Sales 
2,783,880 
4,236,830 
3,105,487 
4,713,870 
2,871,979 
2,081,170 
4,941,310 
4,331,040 
4,498,950 
3,200,050 
3,337,260 
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Motors figures for January produc 
tion are not too optimistic. Tog 
makers striking threw the first three 
weeks of the month completely oy 
of line. At the time of writing 
GM is just picking up toward 4,59) 
cars per day production and in gy. 
eral units production will not leve| 
off with orders until late April or May 
If GM holds its competitive. positioy 
throughout the year, its earnings should 
be easily $3 per share according to auto. 
motive production estimates of 2,700, 
000 to 3,000,000 cars. There is addi. 
tional truck buying in sight as industry 
gets under way. Also, the army motor: 
ization appropriation in which GM 
should share largely. In the aviation 
field, GM will profit through its hold. 
ings in both General Aviation and 
North American, and profit both 
through manufacture and airways oper: 
ations. The Frigidaire unit is expected 
to maintain the pace set last year, per 
haps increase its production as cooling 
systems and cellars increase demand. 
Air conditioning is making strides and 
new building opens that field. GM has 
long been interested in Diesel power for 
electric generation and Kettering has 
perfected, it is said, startling new prin: 
ciples by which the former disadvan: 
tages of Diesel units may be overcome. 
If and when the day of railroad mod: 
ernization arrives, the Winton Engine 
Co., manufacturers of Diesel electrics, 
may be expected to take an important 
place in the field of that form of loco- 
mation. In the meantime, GM's for: 
eign holdings continue to carry them 
selves and British investments are 
rumored to be Al. Reports from Ger: 
many indicate that GM’s subsidiary, 
Adam Opel, is now making favorable 
headway, and profits. 

While duPont is theoretically op: 
posed to war as disrupting trade and 
causing uncontrollable upheaval of 
conditions, it is well able to profit in 
such event. The explosives depart 
ment, listed as being fourth in capital 
investment and sixth (1933) in dollar 
volume of business is prepared at a 
moment’s notice to begin huge muni’ 
tions operations. The smokeless pow 
der department, with a tenth place in 
vestment and business could be thrown 
into war operations. Other chemical 
divisions manufacture many items es’ 
sential to warfare and the army and 
navy. The nitrate equipment is ample 
to meet factory demands should full 
time munitions activities be required. 

Summing up, duPont seems a souné, 
conservative stock, a company in 4 
better position to meet resumed busi 
ness activity than ever before. Infla 
tion will cause little trouble or read 
justment. The codes and NRA are 
perhaps annoying, but may reflect more 
favorably on duPont in the ultimate 
Labor trouble is unlikely. If peace 
continues and good times return, du 
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Pont has the double advantage of sup- 
plying basic products and manufactur- 
ing products (from its own basic 
manufactures), having a broad market. 
It supplies GM, indirectly it will sup- 
ply a substantial amount of aviation 
needs, and it reaps returns from both 
ends. If war is declared, duPont will 
be a foremost manufacturer of neces- 
sary chemicals. The stock has a right 
toa reasonable premium. 

At the same time, investors should 
remember thirty times its earnings, 
which the recent price of 99 rep- 
resents, is a large premium. Even as- 
suming that duPont should earn $4.50 
per share this year, plus $3 (per du- 
Pont share) from GM, we would be 
disposed to acquire the stock in times of 
market reaction—then to hold for the 


long pull. 








World Economic Flashes 
(Continued from page 438) 








and employees but of forcing agree- 
ment. In order to end a strike of the 
employees of the Campania Cubana de 
Electricitad (an affiliate of the Elec- 
tric Bond & Share Co. representing in- 
vestment of $200,000,000) it has 
seized all power plants in Cuba. Ap- 
parently they will be operated by the 
Department of the Interior until the 
company meets the terms of the strik- 
ing workers. Such a scheme applied 
in this country would meet all the 
present policies of the Federal Ad- 
ministration — government ownership 
and operation of public utilities, en- 
forced collective bargaining, and the 
settlement of all disputes in favor of 
the workers. 


* x 
Merry-Go-Round 


_The merry-go-round of French poli- 
tics continues to revolve at a constantly 
increasing speed and one is reminded 
of the story of the old negro mammy 
who, watching a young relative on a 
similar merry-go-round at a country 
circus, said: “He just rides and rides 
and don’t git no-where.” 

Governments come and governments 
go until one gets an impression of a 
cabinet room in the Quai D’Orsay with 
a score of trick doors through which 
Premiers pop in and out like an acro- 
atic troupe in vaudeville. An over- 
sized pawn-shop blows up and Chau- 
temps with his ministers step out. Da- 
adier, a good man, comes in, fires the 
Chief of Police, a Parisian rabble 
tears up the paving blocks in the Place 

la Concorde, and Daladier gives 
Way to Doumergue. 
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portunities. 


going on in Washington today. 


Plan Your Business Wisely 
For the Months to Come! 


“What would you wish for if you could have anything you 
wanted?” a Wall Street broker was once asked. “To know 
TODAY,” he answered, “what the market will do next Thursday.” 


VERYBODY wants to know the future. But to men in business or in 
the market, such knowledge, gained ahead of the crowd, is of untold 
value. By understanding what is happening in Washington today, you can 
plan your business and your investments so as to take advantage of op- 


JOSEPH STAGG LAWRENCE, who writes regularly for this news- 
paper, has an insight into the meaning of the New Deal, and wide contacts, 
that enable him to write a “Private News Letter’ which will help you to 
plan ahead intelligently. Then each month, in the REVIEW of RE- 
VIEWS, he fills in the entire back-ground needed to understand what is 


TRIAL OFFER—ONLY $1. To show what Mr. Lawrerce’s interpretation will do for 
you, we will let you try it for two months for only $1, half the regular cost. You will 
receive eight weekly letters and two monthly magazines. 





the Review of Reviews. 


Name and Address 








REVIEW OF REVIEWS, 233 Fourth Ave., New York M.W.S 
Here is my $1. Send me eight weekly private news letters and two issues of 

















If the scandalous failure of a pawn- 
shop can bring about the down-fall of 
a whole government we wonder what 
business scandals, similar to some of 
those which have been unearthed in 
this country during the past few years, 
would do? Probably start another 
French Revolution. 

* * * 


Public Utilities 


Foreign investors in American pub- 
lic utility securities, particularly in 
England and France, have noted with 
considerable interest the organization 
of the American Federation of Utility 
Investors, formed for the purpose of 
protecting the billions of dollars which 
insurance companies, savings banks, 
orphanages, hospitals, colleges, and mil- 
lions of individuals have invested in 
electric light and power, gas and tele- 
phone industries. There is a community 
of interest between American public 
utility security holders in other coun- 
tries and the utilities themselves which 
goes beyond the mere investment in 
those securities—some of our larger 
holding companies have hundreds of 
millions of dollars invested in operat- 
ing properties outside the borders of 
the United States. 

European, British and South Ameri- 
can operators of public services have 
been unable to understand what seems 
to them to be indifference on the part 
of our own operators to the present 
campaign of political sabotage being 
conducted by the advocates of govern- 
ment ownership and operation—a 
campaign which has become intensified 

















February 5th, 1934. 

The Board of Directors has declared a quarterly 

dividend of 134 % on the Outstanding Preferred 

Stock of this Company, payable on the 15th day 

of March, 1934, to Stockholders of Record at 

the close of business on the 23rd day of Febru- 
ary, 1934. Checks will be mailed. 

DAVID BERNSTEIN, 
Vice-President & Treasurer. 











SAN FRANCISCO, CALIFORNIA 

January 31, 1934 

At a meeting of the Board of Directors of 
Standard Oil Company of California held today 
dividend No. 32 of 25c per share was declared 
on the outstanding stock of this corporation 
payable on March 15, 1934 to all stockholders 
of record as shown by the transfer books of 
the corporation in San Francisco and New York 
at the close of business on February 15, 1934. 


STANDARD OIL COMPANY OF 
CALIFORNIA 














Atlas Corporation 
Dividend No. 18 on Preference Stock 


NoTICE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
March 1, 1934, has been declared on the 
$3 Preference Stock, Series A, of Atlas 
Corporation, payable March 1, 1934, to 
holders of a stock of record at the close 
of business on February 20, 1934. 
Wa ter A. PeTeRSON, Treasurer 


February 8, 1934. 














UNDERWOOD ELLIOTT FISHER CO. 

A dividend of $1.75 a share on the Preferred 
stock and a dividend of 25c a share on the 
Common stock of Underwood Elliott Fisher 
Company will be payable March 31, 1934, to 
stockholders of record at the close of business 
March 12, 1934. 

Transfer books will not be closed. 

Cc. S. DUNCAN, Treasurer 
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pocket-size manual 
for every investor 


This monthly compilation can 
be of continuous help in keep- 
ing you up to date on all the 
securities in which you are in- 
terested, and in checking 
changes in the outlook for se- 
curities you have previously 
purchased. 


In today’s market, you need 
the guidance of Adjustable 
Stock Ratings so that you 
can— 


—Know what companies offer 
the soundest profit possibili- 
ties. 


—Know which industries are 
progressing—which are at a 
standstill. 


—Avoid companies not likely 
to keep pace with recovery. 


—See at a glance any danger 
signals on previous pur- 
chases. 


—Have all the essential facts 
all the time. 


112 pages, monthly, of brief 
statistical reviews and expert 
ratings of over 1500 listed 
securities —al phabetically 
arranged. 


Issued on the 15th of every 
month. 

The MAGAZINE of WALLSTREET 

90 Broad Street, New York 

I enclose $2.50. Send me 

ADJUSTABLE STOCK RATINGS 


monthly for one year. 














Over-the-Counter 


IMPORTANT ISSUES 
Quotations as of Recent Date 


Asked 
American Book Co. (4) 55 
Amer. Manufacturing 1534 

58% Merck Corp. Pfd. (8) 
Amer. Meter Co 16 Macfadden Pub 
Babcock & Wilcox (1) 48 National Casket (2) 
Bon Ami, B (B.80) .........5...5. 44 

16% Newberry (J. J.) Pfd. (7) 

a. ks Se a ee be Ohio Leather (1.25) 


Congol.-Nairn Pfd. (7)............ |... Ruberoid Co. (1) 
Savannah Sugar (6) 


Singer Mfg. Co. (6) 
Standard Screw 
Douglas Shoe Pfd 
Dixon (Jos.) Crucible............ 
Dictaphone Corp. (25) 
Fajardo Sugar 
Franklin Rwy. Sup tees White Rock 2nd Pfd. (10)........ 
Gt. N. Paper (1) ist Pfd. (7) 
Gt. A. & P. Tea Pfd. (7) Young (J. S.) (6) 
Herring-Hall Safe............... Se reer een 


during the past year. They have al- is much higher, while processing taxes 
ways appreciated the fact that a very have to be taken into consideration. 
large proportion of our population is While the tire industry has made some 
affected directly or indirectly by the progress, it is unfortunate that the code 
prosperity of our public utility indus- did not provide a really effective plan 
try and attempts to destroy it in favor to bring that stability to the industry 
of political ownership and operation are which is so necessary to the attain 
beyond their comprehension. ment of a truly prosperous condition. 


* * 








For Profit and Income Distillers Again Expands 


(Continued from page 462) It was only a few months ago that 
National Distillers Products Corp. got 
together with the U. S. Industrial 
stocks have risen substantially, they are Alcohol Co. and formed Penn-Mary- 
still under the cloud of various im- land, Inc. The new company was to 
portant bankruptcies in the field. blend and distribute whiskies manu’ 
Among specific companies, the Conti- factured from the liquor of National 
nental Insurance Co., listed on the Distillers and the alcohol of the U. S. 
New York Stock Exchange, is well Industrial Alcohol Co. It develops, 
worthy of consideration. however, that National Distillers was 
not satisfied with its 50% ownership 
re sae of Penn-Maryland and te have 
. . : been arranged whereby complete own’ 
Tive Prices Up Again ership is 1 obtained in exchange for 
The 3% increase in wholesale tire 138,000 shares of stock. This means 
prices announced the other day by the that National Distillers is more than 
Goodyear Tire & Rubber Co. probably ever the most important company in 
will be followed by the industry as a__ the liquor field, while U. S. Industrial 
whole. This is the fourth time tire Alcohol instead of participating by 
prices have been lifted since last May, stock ownership in only one phase 0 
the total increase being not far from the business becomes interested in the 
25%. The increase in retail prices, of whole diversified field. Incidentally, 
course, has been even larger. These it might be noted that Air Reduction 
increases, however, have hardly offset also becomes indirectly interested in 
higher costs. Rubber has risen to three National Distillers through its holdings 
times its low, cotton has doubled, labor of U. S. Industrial Alcohol. 
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A. Selected Financial Library 
in 4 Volumes 


_ are standard books published 
by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation — the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


(No. 1) The Business of Trading in Stocks (No.3) Financial Independence at Fifty 

Gives an authoritative exposition of the funda- Outlines successful plans for investment and 
mental essentials of successful trading under semi-investment through which you may become 
present day conditions. An important feature is financially independent. Shows how to budget 


the formula for determining common stock val- your income; to save; the kind of insurance most 
y taxes ues. Every angle of market technique is covered profitable, etc. 
ration. from evolving your plan to the final decision as to 
4 What and When to Buy and When to Sell. (No. 4) Necessary Business Economics for 
e plan (No.2) What to Consider When Buying Successful Investment 
preard Securities Today The fundamental principles clearly described in 
Discusses the advantages and disadvantages of _ this volume are used consciously or unconsciously 


dition. 
the various types of securities as a result of the by every successful investor and trader. Sets 


current business situation. Tells what to con- forth the significance of supply and demand, the 
sider in seizing investment opportunities in bonds _—_ effect of good and bad crops, the ebb and flow of 
and common and preferred stocks, giving valu- credit and similar factors which help you to rec- 
able pointers in detecting buying, selling and ognize the trend. Treats such specific subjects 
switching signals. Contains a concise, timely as construction of charts, stock market cycles, 
treatment of the important phases of currency price control, business barometers and trade in- 
and credit inflation. dicators. 


The entire 4 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


ee ee ee = = = CLIP OUT AND MAIL THIS COUPON TODAY -- — — ——- — — — — = — — 


. THE MAGAZINE OF WALL STREET, Feb. 17, 1934 
Special Offer 90 Broad Street, New York, N. Y. 
Please send me your complete library of 4 Standard Books on Security Trading 
; ; and Investing. 
Complete Library of © $5.00 Enclosed. 
Entire 4 Books. . $5.00 BS he 
Please send me books as listed above: Nos. 1-2-3-4. (Simply check books 
ae i desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 
tally, Individual Price of more books are ordered.) 
iction Each Book $2.25 Enclosed. 
od in 


dings When Sets of 2 or 
More books Are 
Ordered. Each . . $1.50 
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Kenneth B. Logan, ' 
Scarsdale, N. Y., says: 


‘*The selling game calls for healthy 
nerves just as much as being a won- 
derful marksman. Meeting people 
all day long...trying to turn pros- 
pects into customers...the life of gf 
a salesman certainly tells on the |, Virgil Richard, Champion Sharpshooter, 
nerves! I smoke most of the time | ° Says: 

—but I smoke only Camels, and *€I’ve been smoking for years and had no 
I'll tell you why I say only Camels! 7 trouble in keeping my nerves in shape for 
Camels don’t upset my nerves—and making record scores. That’s because I have 
no cigarette can match Camels on . long been a Camel smoker, Camels are much 
flavor, either.’’ i é milder, and never interfere with my nerves.”” 

ot 
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Copyright, 1934, R. J. Reynolds Tobacco Company 


How Are Your Nerves? 


Does your job sometimes get you down? Camels are made from finer, 
Do you feel tired? Irritable? Ready to MORE EXPENSIVE tobaccos 
‘‘blow up’’ any minute...because of than any other popular brand. 
raw nervesP 

Try to get enough sleep. Eat sensibly. 
And get a fresh slant on your smoking 
by turning to Camels. Much has been 
said on the subject of tobacco quality 
But 


That statement is conclusive. And it 
represents an important benefit that 
nervous people should not overlook ! 

So change to Camels. Taste those 
finer tobaccos. Notice their mildness. 
You will be delighted to find that 
Camels do not upset your nerves... 


Costlier lobaccos 


NEVER GET ON YOUR NERVES..NEVER TIRE YOUR TASTE 








